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No dealer, broker, salesperson or other person has been authorized by the City, the Authority, or 
the Underwriter to give any information or to make any representations other than those contained in this 
Official Statement, and, if given or made, such other information or representations must not be relied 
upon as having been authorized by any of the foregoing.  This Official Statement does not constitute an 
offer to sell or the solicitation of an offer to buy, nor will there be any sale of the Bonds by any person in 
any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. 

This Official Statement is not to be construed to be a contract with the purchasers of the Bonds.  
Statements contained in this Official Statement which involve estimates, forecasts, or matters of opinion, 
whether or not expressly described as such herein, are intended solely as such and are not to be construed 
as representations of fact. 

The information set forth herein has been obtained from the City, the Authority, and other sources 
which are believed to be reliable, but it is not guaranteed as to accuracy or completeness, and it is not to 
be construed as a representation by the City or the Authority.  The information and expressions of opinion 
herein are subject to change without notice, and neither the delivery of this Official Statement nor any 
sale made hereunder will, under any circumstances, create any implication that there has been no change 
in the affairs of the City or the Authority since the date hereof. 

The Underwriter has provided the following sentence for inclusion in this Official Statement:  
The Underwriter has reviewed the information in this Official Statement in accordance with, and as part 
of, its responsibilities to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of 
such information. 

This Official Statement is submitted in connection with the sale of the Bonds referred to herein 
and may not be reproduced or used, in whole or in part, for any other purpose. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 
AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT.  THE 
BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF 
ANY STATE. 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR 
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN 
MARKET.  SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 
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OFFICIAL STATEMENT 

 

 

 

INTRODUCTION 

General 

 This Official Statement, which includes the cover page, Table of Contents, and Appendices (the 
“Official Statement”), provides certain information concerning the sale and delivery of the City of Oxnard 
Financing Authority Wastewater Revenue Bonds (Redwood Trunk Sewer and Headworks Projects), 2004 
Series A, being issued in the aggregate principal amount of $80,000,000 (the “Bonds”).  Descriptions and 
summaries of various documents hereinafter set forth do not purport to be comprehensive or definitive, 
and reference is made to each such document for complete details of all terms and conditions therein.  All 
statements in this Official Statement are qualified in their entirety by reference to the applicable 
documents. 

 This Introduction is subject in all respects to the more complete information contained elsewhere 
in this Official Statement and the offering of the Bonds to potential investors is made only by means of 
the entire Official Statement.  Capitalized terms used herein and not otherwise defined herein shall have 
the meanings ascribed to them in “APPENDIX A – SUMMARY OF CERTAIN PROVISIONS OF 
PRINCIPAL LEGAL DOCUMENTS – Selected Definitions” herein. 

The City 

 The City of Oxnard (the “City”) was incorporated under the general laws of the State of 
California in 1903.  The City is located in western Ventura County, approximately 62 miles northwest of  
the City of Los Angeles.  The City has an estimated current population of 182,000.  The City’s 
wastewater system (the “Wastewater System”) serves the entire City, as well as a small unincorporated 
area of Ventura County.  For information concerning the Wastewater System, see “THE WASTEWATER 
SYSTEM” herein. 

Authorization  

 The Bonds are being issued by the City of Oxnard Financing Authority (the “Authority” or the 
“Issuer”), a joint exercise of powers entity duly organized and existing under and by virtue of the laws of 
the State of California, pursuant to the Marks-Roos Local Bond Pooling Act of 1985, Article 4 of Chapter 
5 of Division 7 of Title 1 (commencing with Section 6584) of the California Government Code (the 
“Act”), and the provisions of an Indenture, dated as of June 1, 2004 (the “Indenture”), by and between the 
Authority and Wells Fargo Bank, National Association, as trustee (the “Trustee”). 

Purpose of Issuance 

 The proceeds of the Bonds will be used (i) to finance certain improvements to the City’s 
Wastewater System, as more fully described herein (the “Project”), (ii) to obtain a qualified reserve fund 
insurance policy in lieu of the required deposit to the reserve fund established for the Bonds under the 

$80,000,000 
CITY OF OXNARD FINANCING AUTHORITY 

WASTEWATER REVENUE BONDS 
(REDWOOD TRUNK SEWER AND 

HEADWORKS PROJECTS) 
2004 SERIES A 



 

2 

Indenture (the “Reserve Fund”), and (iii) to pay certain costs of issuance related to the Bonds.  See “THE 
PROJECT,” “ESTIMATED SOURCES AND USES OF FUNDS,” and “SECURITY FOR THE BONDS 
– The Reserve Fund” herein. 

Registration, Date, and Maturity of Bonds 

 The Bonds will be initially registered in the name of Cede & Co., as nominee for The Depository 
Trust Company, which will act as securities depository for the Bonds.  The Bonds will be dated the date 
of their initial delivery and will mature on the dates and in the principal amounts set forth on the cover 
page hereof. 

Payment of Bonds 

 Interest on the Bonds is payable semiannually on June 1 and December 1, commencing 
December 1, 2004 (each, an “Interest Payment Date”), and will be paid by check, mailed by first class 
mail to the registered owners thereof (the “Owners”) as of the fifteenth (15th) day of the month 
immediately preceding the applicable Interest Payment Date (each, a “Record Date”); provided, however, 
that any registered owner of $1,000,000 or more in aggregate principal amount of Bonds may request in 
writing payment of such interest by wire transfer in immediately available funds to a designated account 
in the United States.  Principal of and any redemption premium with respect to each Bond will be payable 
upon surrender of such Bond at the principal corporate trust office of the Trustee in Los Angeles, 
California, upon the maturity or earlier redemption thereof.  See “THE BONDS – Authorization and 
Payment of Bonds” herein. 

Redemption of Bonds 

 Optional Redemption of Bonds.  The Bonds are subject to redemption prior to their respective 
Principal Payment Dates (as defined in the Indenture) upon the exercise by the City of its right to cause 
the redemption of Bonds in accordance with the Installment Purchase Agreement, from and to the extent 
of any source of available funds, as a whole or in part on any Interest Payment Date on or after 
June 1, 2014, at a redemption price equal to the principal amount of the Bonds to be redeemed, plus 
accrued by unpaid interest to the redemption date, without premium.  See “THE BONDS – Optional 
Redemption of Bonds” herein. 

 Mandatory Redemption of Bonds from Excess Project Fund Moneys.  The Bonds are subject to 
mandatory redemption prior to their respective stated Principal Payment Dates in whole or in part on any 
date, in Authorized Denominations (as defined herein), at a redemption price equal to the principal 
amount thereof, plus accrued but unpaid interest to the redemption date, without premium, from unused 
moneys transferred from the Project Fund to the Payment Fund pursuant to the Indenture.  See “THE 
BONDS – Mandatory Redemption of Bonds from Excess Project Fund Moneys” herein. 

 Mandatory Sinking Account Redemption of Bonds.  The Bonds maturing on June 1, 2029 and 
June 1, 2034, are subject to redemption prior to their stated maturity, in part, from Mandatory Sinking 
Account Payments, on the first Business Day of each June, commencing June 1, 2027, and June 1, 2030, 
respectively, at the principal thereof, plus accrued interest thereon to the date fixed for redemption, 
without premium.  See “THE BONDS – Mandatory Sinking Account Redemption of Bonds” herein. 

Security for the Bonds 

 The Bonds are limited obligations of the Authority and are payable solely from Revenues 
received by the Trustee pursuant to the Indenture.  Such Revenues are derived from the Installment 
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Payments to be made by the City to the Authority pursuant to the Installment Purchase Agreement and the 
interest or profits from the investment of moneys on deposit in certain funds held under the Indenture 
(collectively, the “Revenues”).  The Installment Payments are payable solely from Net System Revenues 
(as defined in the Installment Purchase Agreement), which are comprised of System Revenues less 
Maintenance and Operation Costs of the Wastewater System (as such terms are defined in the Installment 
Purchase Agreement).  The obligation of the City to make Installment Payments is secured by a pledge of 
and lien on the Net System Revenues.  Pursuant to the Installment Purchase Agreement, the City may 
incur Additional Obligations secured by the Net System Revenues on a parity with the Installment 
Payments to the extent the City can provide evidence that the Net System Revenues will be sufficient to 
meet certain debt coverage requirements as described herein. 

 The proceeds of the Bonds are insufficient to pay for the construction, acquisition, and 
improvement of the entire Project.  Any additional amounts necessary to pay for such construction, 
acquisition, and improvement shall be funded either by the issuance of Additional Obligations or from 
other available moneys of the City.  If Additional Obligations are issued, the Authority and the City shall 
enter into a separate installment purchase agreement with respect to such Additional Obligations.  See 
“SECURITY FOR THE BONDS – Limitations Regarding Additional Obligations” and “RISK 
FACTORS – Pending Additional Obligations” herein. 

 Upon the issuance of the Bonds, the following Obligations (as such term is defined in the 
Indenture) will be outstanding: (i) the Bonds and (ii) the City of Oxnard Financing Authority Wastewater 
Revenue Refunding Bonds, Series 2003, issued by the Authority on April 1, 2003, in the aggregate 
principal amount of $43,785,000 (the “Refunding Bonds”), of which $40,320,000 is currently outstanding.  
The Bonds constitute Additional Obligations in relation to the Refunding Bonds, and are therefore subject 
to certain limitations described herein.  See “SECURITY FOR THE BONDS – Net System Revenues” 
and “ – Limitations Regarding Additional Obligations” herein. 

 Pursuant to the Indenture, the City will be required to maintain amounts on deposit (or obtain one 
or more qualified reserve fund insurance policies in lieu of or guaranteeing such deposit) in the Reserve 
Fund, which is held by the Trustee and pledged to the payment of principal of and interest on the Bonds, 
in an amount equal to the Reserve Requirement.  In accordance with the terms of the Indenture, the 
Authority has arranged to have delivered to the Trustee, concurrently with the issuance of the Bonds, 
from the Bond Insurer (as defined herein), a municipal bond debt service reserve fund policy (the 
“Reserve Policy”), guaranteeing certain payments into the Reserve Fund with respect to the Bonds.  See 
“SECURITY FOR THE BONDS – Reserve Fund” and “– Reserve Policy,” “DEBT SERVICE 
RESERVE FUND POLICY,” and “APPENDIX A – Summary of Certain Provisions of Principal Legal 
Documents – Indenture” herein. 

 Concurrently with the issuance of the Bonds, Financial Guaranty Insurance Company, doing 
business in California as FGIC Insurance Company, a New York stock insurance company (the “Bond 
Insurer” or “Financial Guaranty”), will issue its municipal bond new issue insurance policy (the “Bond 
Insurance Policy”) insuring payment of the principal of and interest on the Bonds as the same shall 
become due (other than by reason of acceleration or advance redemption), as further described herein.  
See “MUNICIPAL BOND INSURANCE” and “APPENDIX F – Specimen Bond Insurance Policy” 
herein. 

Rate Covenant 

 The Installment Purchase Agreement provides that the City will fix, prescribe, and collect rates 
and charges for the Wastewater System which will be at least sufficient to yield during each Fiscal Year 
Net System Revenues equal to the sum of (a) one-hundred percent (100%) of the “Debt Service” (defined 



 

4 

in the Installment Purchase Agreement as principal, interest, and redemption premiums) due with respect 
to all outstanding Obligations, which will include all outstanding Bonds, Refunding Bonds, and other 
Additional Obligations, if any, for such Fiscal Year and the amounts, if any, then due and owing to the 
Bond Insurer under the Reserve Policy, plus (b) the amount by which the amount on deposit in the 
Wastewater Revenue Fund on the last day of the immediately preceding Fiscal Year was less than twenty-
five percent (25%) of Maximum Annual Debt Service as of such day.  The City may make adjustments 
from time to time in such rates and charges and may make such classification thereof as it deems 
necessary, but shall not reduce the rates and charges then in effect unless the Net System Revenues from 
such reduced rates and charges will at all times be sufficient to meet the requirements described above.  
See “SECURITY FOR THE BONDS – Rate Covenant” herein. 

Continuing Disclosure 

 With respect to the Bonds, the Authority will covenant in the Continuing Disclosure Agreement, 
dated the date of issuance of the Bonds, by and between the Authority and the Trustee, as dissemination 
agent (the “Continuing Disclosure Agreement”), to provide certain financial information and operating 
data relating to the City and the Authority and notices of certain events, if material.  Such information and 
notices will be filed by the Authority with certain Nationally Recognized Municipal Securities 
Repositories.  See “CONTINUING DISCLOSURE” and “APPENDIX E – Form of Continuing 
Disclosure Agreement” herein. 

Limited Obligations 

 The Bonds are limited obligations of the Authority payable solely from and secured solely 
by the Revenues pledged therefor under the Indenture.  The Bonds do not constitute an obligation 
of the Authority for which the Authority is obligated to levy or pledge any form of taxation or for 
which the Authority has levied or pledged any form of taxation.  The obligation of the City to make 
Installment Payments under the Installment Purchase Agreement does not constitute an obligation 
of the City for which the City is obligated to levy or pledge any form of taxation or for which the 
City has levied or pledged any form of taxation.  Neither the full faith and credit nor the taxing 
power of City, the County of Ventura (the “County”), the State of California (the “State”), or any 
political subdivision of the State is pledged to the payment of the principal of or interest on the 
Bonds.  Neither the Bonds nor the obligation of the City to make Installment Payments constitutes 
an indebtedness of the Authority, the City, the County, the State, or any political subdivision of the 
State within the meaning of any constitutional or statutory debt limitation or restriction.  For 
certain financial information with respect to the City and the Wastewater System, see “THE 
WASTEWATER SYSTEM” herein. 

Forward-Looking Statements 

Certain statements included or incorporated by reference in this Official Statement constitute 
“forward-looking statements” within the meaning of the United States Private Securities Litigation 
Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and 
Section 27A of the United States Securities Act of 1933, as amended.  Such statements are generally 
identifiable by the terminology used such as “plan,” “expect,” “estimate,” “project,” “budget,” or other 
similar words.  Such forward-looking statements include, but are not limited to, certain statements 
contained in the information under the caption “THE WASTEWATER SYSTEM.”  Investors are 
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the 
date hereof. 
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UNKNOWN RISKS, UNCERTAINTIES, AND OTHER FACTORS MAY CAUSE ACTUAL 
RESULTS, PERFORMANCE, OR ACHIEVEMENTS TO BE MATERIALLY DIFFERENT FROM 
ANY FUTURE RESULTS, PERFORMANCE, OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY 
SUCH FORWARD-LOOKING STATEMENTS. 

References Qualified 

The summaries of and references to all documents, statutes, reports, and other instruments 
referred to herein do not purport to be complete, comprehensive, or definitive, and each such summary 
and reference is qualified in its entir
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Mandatory Redemption of Bonds 

Mandatory Redemption of Bonds from Excess Project Fund Moneys.  The Bonds are subject to 
mandatory redemption prior to their respective stated Principal Payment Dates in whole or in part on any 
date, in Authorized Denominations, of such maturities or portions of maturities as shall be directed by the 
Authority, at the direction of the City, and by lot within any such maturity if less than all of the Bonds of 
such maturity are to be redeemed, at a redemption price equal to the principal amount thereof plus 
accrued but unpaid interest to the redemption date, without premium, from unused moneys transferred 
from the Project Fund to the Payment Fund pursuant to the Indenture. 

Mandatory Sinking Account Redemption of Bonds.  The Bonds maturing on June 1, 2029, are 
subject to redemption prior to their stated maturity, in part, from Mandatory Sinking Account Payments, 
on the first Business Day of each June, commencing June 1, 2027, at the principal thereof, plus accrued 
interest thereon to the date fixed for redemption, without premium.  The principal amount of such Bonds 
to be so prepaid and the dates therefor shall be as follows: 

Redemption Date 
     (June 1)      Principal Amount 

 2027 
 2028 
 2029 (maturity) 

$5,460,000 
5,730,000 
6,015,000 

The Bonds maturing on June 1, 2034, are subject to redemption prior to their stated maturity, in 
part, from Mandatory Sinking Account Payments, on the first Business Day of each June, commencing 
June 1, 2030, at the principal thereof, plus accrued interest thereon to the date fixed for redemption, 
without premium.  The principal amount of such Bonds to be so prepaid and the dates therefor shall be as 
follows: 

Redemption Date 
     (June 1)      Principal Amount 

 2030 
 2031 
 2032 
 2033 
 2034 (maturity) 

$6,320,000 
6,650,000 
7,000,000 
7,365,000 
7,755,000 

Notice of Redemption of Bonds; Effect of Notice 

Whenever redemption is authorized or required and sufficient funds are deposited with the 
Trustee for such purposes as provided in the Indenture, the Trustee will mail a notice of such redemption, 
in form and substance as prescribed in the Indenture, to affected Owners not less than thirty (30) days nor 
more than sixty (60) days prior to the date of such redemption.  Neither failure to receive notice nor any 
defect in notice will affect the sufficiency of the proceedings for the redemption of Bonds.  From and 
after any such redemption date, interest on the Bonds to be redeemed will cease to accrue. 

BOOK-ENTRY ONLY SYSTEM 

The Bonds will be initially delivered in the form of one fully registered Bond for each of the 
maturities of the Bonds, registered in the name of Cede & Co., as nominee of DTC, as registered owner of 
all the Bonds.  The following description of DTC and its book-entry system has been provided by DTC 
and has not been verified for accuracy or completeness by the City or the Authority, and neither the City 
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nor the Authority shall have any liability with respect thereto.  Neither the City nor the Authority shall 
have any responsibility or liability for any aspects of the records maintained by DTC relating to or 
payments made on account of beneficial ownership, or for maintaining, supervising, or reviewing any 
records maintained by DTC relating to beneficial ownership, of interests in the Bonds. 

DTC is a limited purpose trust company organized under the New York Banking Law, a “banking 
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve 
System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a 
“clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 
1934.  DTC holds securities that its participants (the “Participants”) deposit with DTC.  DTC also 
facilitates the settlement among Participants of securities transactions, such as transfers and pledges, in 
deposited securities through electronic computerized book-entry changes in Participants’ accounts, 
thereby eliminating the need for physical movement of securities certificates.  Direct Participants (“Direct 
Participants”) include securities brokers and dealers, banks, trust companies, clearing corporations and 
certain other organizations.  DTC is owned by a number of its Direct Participants and by the New York 
Stock Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities 
Dealers, Inc.  Access to the DTC system is also available to others such as securities brokers and dealers, 
banks, and trust companies that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly (“Indirect Participants”).  The rules applicable to DTC and its 
Participants are on file with the Securities and Exchange Commission. 

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual 
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
Participants’ records.  Beneficial Owners will not receive written confirmation from DTC of their 
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Participants acting on behalf of Beneficial 
Owners.  Beneficial Owners will not receive certificates representing their ownership interests in the 
Bonds except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered in 
the name of DTC’s partnership nominee, Cede & Co. or such other name as requested by an authorized 
representative of DTC.  The deposit of Bonds with DTC and their registration in the name of Cede & Co. 
or such other DTC nominee do not effect any change in beneficial ownership.  DTC has no knowledge of 
the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct 
Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial Owners.  
The Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. 

Beneficial Owners of the Bonds may wish to take certain steps to augment the transmission to 
them of notices of significant events with respect to the Bonds, such as redemptions and defaults.  
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit 
has agreed to obtain and transmit notices to Beneficial Owners or in the alternative, Beneficial Owners 
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may wish to provide their names and addresses to the registrar and request that copies of notices be 
provided directly to them. 

REDEMPTION NOTICES SHALL BE SENT BY THE TRUSTEE TO DTC.  IF LESS THAN 
ALL OF THE BONDS ARE BEING REDEEMED, DTC’S PRACTICE IS TO DETERMINE BY LOT 
THE AMOUNT OF THE INTEREST OF EACH DIRECT PARTICIPANT IN SUCH ISSUE TO BE 
REDEEMED. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to 
the Bonds.  Under its usual procedures, DTC mails an Omnibus Proxy to the City or the Authority as soon 
as possible after the Record Date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights 
to those Direct Participants to whose accounts the Bonds are credited on the Record Date (identified in a 
listing attached to the Omnibus Proxy). 

Principal and interest payments with respect the Bonds will be made to Cede & Co. or such other 
nominee as may be requested by an authorized representative of DTC.  DTC’s practice is to credit Direct 
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the City or 
the Trustee, on the payable date in accordance with their respective holdings shown on DTC’s records.  
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary 
practices, as is the case with securities held for the accounts of customers in bearer form or registered in 
“street name,” and will be the responsibility of such Participant and not of DTC (or its nominee), the 
Trustee, or the City or Authority, subject to any statutory or regulatory requirements as may be in effect 
from time to time.  Payment of principal and interest to Cede & Co. (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the City or the Trustee, 
disbursement of such payments to Direct Participants shall be the responsibility of DTC, and 
disbursement of such payments to Beneficial Owners is the responsibility of Direct and Indirect 
Participants. 

DTC may discontinue providing its services with respect to the Bonds at any time by giving 
reasonable notice to the City, the Authority or the Trustee.  Under such circumstances, in the event that a 
successor securities depository is not obtained, Bond certificates are required to be printed and delivered 
in accordance with the terms of the Indenture. 

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC’S BOOK-ENTRY 
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE CITY AND THE AUTHORITY 
BELIEVE TO BE RELIABLE, BUT NEITHER THE CITY NOR THE AUTHORITY TAKES ANY 
RESPONSIBILITY FOR THE ACCURACY THEREOF.  NEITHER THE CITY NOR THE 
AUTHORITY GIVES ANY ASSURANCES THAT DTC WILL DISTRIBUTE PAYMENTS TO DTC 
PARTICIPANTS OR THAT PARTICIPANTS OR OTHERS WILL DISTRIBUTE PAYMENTS WITH 
RESPECT TO THE BONDS RECEIVED BY DTC OR ITS NOMINEES AS THE REGISTERED 
OWNER, ANY REDEMPTION NOTICES, OR OTHER NOTICES TO THE BENEFICIAL OWNERS, 
OR THAT THEY WILL DO SO ON A TIMELY BASIS, OR THAT DTC WILL SERVE AND ACT IN 
THE MANNER DESCRIBED IN THIS OFFICIAL STATEMENT. 
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ESTIMATED SOURCES AND USES OF FUNDS 

 The following table details the estimated sources and uses of Bond proceeds. 

Estimated Sources:  
 Principal Amount of Bonds $80,000,000.00 
 Less: Net Original Issue Discount (323,826.90) 
 Less: Underwriter’s Discount (364,000.00) 
       Total Sources $79,312,173.10 

Estimated Uses:  
 Transfer to Bond Insurer (1) $     686,568.46 
 Deposit into the Costs of Issuance Fund (2) 240,061.33 
 Deposit into Capitalized Interest Account of Payment Fund (3) 955,543.31 
 Deposit into Project Fund 77,430,000.00 
    Total Uses $79,312,173.10 

 _____________________________ 

(1) Comprised of $157,294.03 for the Reserve Policy premium and $529,274.43 for the Bond Insurance Policy premium. 
(2) Moneys in the Costs of Issuance Fund are expected to be used to pay the fees and expenses of Bond Counsel, Disclosure 

Counsel, and the Trustee, as well as printing and other miscellaneous costs. 
(3) Represents capitalized interest, which will be applied by the Trustee pursuant to the Indenture as follows: (i) $451,352.97 

shall be withdrawn from the Capitalized Interest Account and applied to the payment of a portion of the interest on the 
Bonds due on December 1, 2004, and (ii) any amounts (including investment earnings) remaining on deposit in the 
Capitalized Interest Account as of June 1, 2005, shall be applied to the payment of a portion of the interest on the Bonds 
due on June 1, 2005. 

 
 

[Remainder of Page Intentionally Left Blank] 
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DEBT SERVICE SCHEDULE 

Principal of and interest on all Obligations outstanding as of the date of issuance of the Bonds, 
which include the Bonds and the Refunding Bonds, are scheduled to be paid as follows: 

Payment Date 
 

Principal of 
Bonds 

 

Interest on 
Bonds 

 

Principal of 
Refunding 

Bonds 
 

Interest on 
Refunding 

Bonds 
 

Total Debt 
Service 

 
December 1, 2004  $ 1,805,411.88 (1)  $   926,306.25 $  2,731,718.13 
June 1, 2005  2,043,862.50 (1) $ 1,815,000.00 926,306.25 4,785,168.75 
December 1, 2005  2,043,862.50  892,506.25 2,936,368.75 
June 1, 2006  2,043,862.50 1,885,000.00 892,506.25 4,821,368.75 
December 1, 2006  2,043,862.50  858,806.25 2,902,668.75 
June 1, 2007  2,043,862.50 1,950,000.00 858,806.25 4,852,668.75 
December 1, 2007  2,043,862.50  815,806.25 2,859,668.75 
June 1, 2008  2,043,862.50 2,035,000.00 815,806.25 4,894,668.75 
December 1, 2008  2,043,862.50  782,781.25 2,826,643.75 
June 1, 2009  2,043,862.50 2,100,000.00 782,781.25 4,926,643.75 
December 1, 2009  2,043,862.50  746,031.25 2,789,893.75 
June 1, 2010  2,043,862.50 2,175,000.00 746,031.25 4,964,893.75 
December 1, 2010  2,043,862.50  713,406.25 2,757,268.75 
June 1, 2011  2,043,862.50 2,240,000.00 713,406.25 4,997,268.75 
December 1, 2011  2,043,862.50  657,406.25 2,701,268.75 
June 1, 2012  2,043,862.50 2,355,000.00 657,406.25 5,056,268.75 
December 1, 2012  2,043,862.50  598,531.25 2,642,393.75 
June 1, 2013  2,043,862.50 2,470,000.00 598,531.25 5,112,393.75 
December 1, 2013  2,043,862.50  536,781.25 2,580,643.75 
June 1, 2014  2,043,862.50 2,595,000.00 536,781.25 5,175,643.75 
December 1, 2014  2,043,862.50  468,662.50 2,512,525.00 
June 1, 2015  2,043,862.50 2,730,000.00 468,662.50 5,242,525.00 
December 1, 2015  2,043,862.50  397,000.00 2,440,862.50 
June 1, 2016  2,043,862.50 2,875,000.00 397,000.00 5,315,862.50 
December 1, 2016  2,043,862.50  325,125.00 2,368,987.50 
June 1, 2017  2,043,862.50 3,015,000.00 325,125.00 5,383,987.50 
December 1, 2017  2,043,862.50  249,750.00 2,293,612.50 
June 1, 2018  2,043,862.50 3,170,000.00 249,750.00 5,463,612.50 
December 1, 2018  2,043,862.50  170,500.00 2,214,362.50 
June 1, 2019  2,043,862.50 3,325,000.00 170,500.00 5,539,362.50 
December 1, 2019  2,043,862.50  87,375.00 2,131,237.50 
June 1, 2020  2,043,862.50 3,495,000.00 87,375.00 5,626,237.50 
December 1, 2020  2,043,862.50   2,043,862.50 
June 1, 2021 $ 4,075,000.00 2,043,862.50   6,118,862.50 
December 1, 2021  1,941,987.50   1,941,987.50 
June 1, 2022 4,275,000.00 1,941,987.50   6,216,987.50 
December 1, 2022  1,835,112.50   1,835,112.50 
June 1, 2023 4,490,000.00 1,835,112.50   6,325,112.50 
December 1, 2023  1,722,862.50   1,722,862.50 
June 1, 2024 4,715,000.00 1,722,862.50   6,437,862.50 
December 1, 2024  1,604,987.50   1,604,987.50 
June 1, 2025 4,950,000.00 1,604,987.50   6,554,987.50 
December 1, 2025  1,481,237.50   1,481,237.50 
June 1, 2026 5,200,000.00 1,481,237.50   6,681,237.50 
December 1, 2026  1,351,237.50   1,351,237.50 
June 1, 2027 5,460,000.00 1,351,237.50   6,811,237.50 
December 1, 2027  1,214,737.50   1,214,737.50 
June 1, 2028 5,730,000.00 1,214,737.50   6,944,737.50 
December 1, 2028  1,071,487.50   1,071,487.50 
June 1, 2029 6,015,000.00 1,071,487.50   7,086,487.50 
December 1, 2029  921,112.50   921,112.50 
June 1, 2030 6,320,000.00 921,112.50   7,241,112.50 
December 1, 2030  755,212.50   755,212.50 
June 1, 2031 6,650,000.00 755,212.50   7,405,212.50 
December 1, 2031  580,650.00   580,650.00 
June 1, 2032 7,000,000.00 580,650.00   7,580,650.00 
December 1, 2032  396,900.00   396,900.00 
June 1, 2033 7,365,000.00 396,900.00   7,761,900.00 
December 1, 2033  203,568.75   203,568.75 
June 1, 2034 7,755,000.00 203,568.75   7,958,568.75 
Totals $80,000,000.00 $99,415,061.88 $40,230,000.00 $18,453,550.00 $238,098,611.88 

_________________________ 
(1) A portion of the interest due on December 1, 2004, and June 1, 2005, shall be paid with amounts on deposit in the 

Capitalized Interest Account of the Payment Fund.  See ESTIMATED SOURCES AND USES OF FUNDS” 
herein. 

Source: E. J. De La Rosa & Co., Inc. 



 

11 

SECURITY FOR THE BONDS 

 The Authority will enter into a Sale Agreement with City, dated as of June 1, 2004 (the “Sale 
Agreement”), pursuant to which the City will sell to the Authority the Project.  The Authority proposes to 
complete the construction, acquisition, and improvement of the Project by appointing the City as its agent 
to complete said construction, acquisition, and improvement pursuant to an Agency Agreement, dated as 
of June 1, 2004 (the “Agency Agreement”), by and between the Authority and the City.  The Authority 
will enter into the Installment Purchase Agreement, pursuant to which the Authority will sell the Project 
to the City.  See “THE PROJECT” and “APPENDIX A – Summary of Certain Provisions of Principal 
Legal Documents” herein. 

Installment Payments 

 Pursuant to the Installment Purchase Agreement, the City has covenanted to pay the Authority, 
solely from Net System Revenues and from no other sources, the Purchase Price for the Project in 
Installment Payments in the amounts and on the dates as set forth in the Installment Purchase Agreement.  
The obligation of the City to make the Installment Payments solely from Net System Revenues is 
absolute and unconditional (subject to the parity lien of any Additional Obligations; see “– Net System 
Revenues” and “– Limitations Regarding Additional Obligations” below) and, until such time as the 
Purchase Price shall have been paid in full, the City shall not discontinue or suspend any Installment 
Payments required to be made by the Installment Purchase Agreement. 

 The Bonds are special obligations of the Authority, issued pursuant to the Indenture, and payable 
solely from (i) Revenues, consisting of Installment Payments to be made by the City pursuant to the 
Installment Purchase Agreement and the interest or profits from the investment of moneys in certain of 
the funds established under the Indenture, and (ii) all moneys in the funds and accounts established under 
the Indenture (other than amounts on deposit in the Rebate Fund and the Costs of Issuance Fund).  
Pursuant to the Indenture, the Installment Payments are required to be made in amounts that are sufficient, 
but no more than sufficient, to pay the scheduled payments of principal of and interest on the outstanding 
Bonds.  The Installment Payments are secured by a pledge, charge, and lien upon, and are payable solely 
from, the Net System Revenues of the City’s Wastewater System.  Neither the full faith and credit nor 
the taxing power of the City, the County, the State, or any political subdivision of the State is 
pledged to the payment of the Bonds. 

Net System Revenues 

 The City’s obligation to make Installment Payments under the Installment Purchase Agreement is 
secured by a pledge of and lien on the Net System Revenues.  In order to carry out and effectuate its 
pledge of Net System Revenues, the City has agreed and covenanted in the Installment Pledge Agreement 
to deposit all System Revenues when and as received into the Wastewater Revenue Fund, which fund the 
City agrees and covenants to maintain so long as any Installment Payments remain unpaid.  All moneys in 
the Wastewater Revenue Fund will be held in trust and applied and used solely as provided in the 
Installment Purchase Agreement. 

 The Installment Purchase Agreement includes the following definitions: 

 “Net System Revenues” means System Revenues less the Maintenance and Operations 
Costs of the Wastewater System. 

 “System Revenues” means, for any Fiscal Year or other period, all rates, fees, and 
charges received for, and all other income and receipts derived by the City from, the operation of 
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the Wastewater System or arising from the Wastewater System, including all proceeds of 
insurance covering business interruption loss relating to the Wastewater System, investment 
earnings on such amounts and all other money howsoever derived by the City from the operation 
of the Wastewater System or arising from the Wastewater System; provided, however, that 
System Revenues includes fees and charges collected during such Fiscal Year or other period, but 
only to the extent such fees and charges could be properly expended on a Wastewater System 
Project (i.e. any additions, betterments, extensions, or improvements to the Wastewater System), 
for which the proceeds were used or are available to be used.  Notwithstanding the foregoing, 
“System Revenues” shall not include any Wastewater System-related “development fees” or 
“connection fees” payable by the applicable developer to the City in connection with the 
development of the following development projects: (i) the “RiverPark Project” (approximate 
aggregate fees payable: $10,200,000), (ii) the “SeaBridge” project (approximately aggregate fees 
payable: $2,651,460), or (iii) the “El Rio Neighborhood” project (approximate aggregate fee 
payable: $7,000,000). 

 “Maintenance and Operation Costs of the Wastewater System” means, for any Fiscal 
Year or other period, the reasonable and necessary costs spent or incurred by the City for 
maintaining and operating the Wastewater System, calculated in accordance with generally 
accepted accounting principles, including (among other things) the reasonable expenses of 
management and repair and other expenses necessary to maintain and preserve the Wastewater 
System in good repair and working order, and including Administrative Costs (as defined below), 
salaries and wages of employees, payments to employee retirement systems (to the extent paid 
from System Revenues), overhead, insurance, taxes (if any), fees of auditors, accountants, 
attorneys or engineers, insurance premiums, and including all other reasonable and necessary 
costs of the City or charges required to be paid by it to comply with the terms of the Bonds, the 
Installment Purchase Agreement, or any Additional Obligations, including any amounts required 
to be deposited in the Rebate Fund pursuant to the Tax Certificate, but excluding in all cases 
(i) depreciation and replacement and obsolescence charges or reserves therefore, (ii) amortization 
of intangibles or other bookkeeping entries of a similar nature, (iii) costs of capital additions, 
replacements, betterments, extensions, or improvements to the Wastewater System, which under 
generally accepted accounting principles are chargeable to a capital account or to a reserve for 
depreciation, (iv) charges for the payment of principal of and interest on any general obligation 
bond heretofore or hereafter issued for Wastewater System purposes, and (v) charges for the 
payment of any debt service on the Obligations or on any obligation subordinate to the 
Obligations. 

 “Additional Obligations” means Obligations other than the Installment Payments. 

 “Administrative Costs” means the ordinary and necessary administrative costs and 
incidental expenses related to the Bonds, the Indenture, the Installment Purchase Agreement, and 
any Additional Obligations, including, but not limited to Trustee fees (including any fees and 
expenses of its counsel) and indemnification payable by the Authority pursuant to the Indenture 
and fees incurred in connection with the calculation of arbitrage rebate due to the federal 
government with respect to the Bonds. 

 “Obligations” means City Bonds and Contract Payments. 

 “Contract Payments” means the Installment Payments due and payable under the 
Installment Purchase Agreement, the Amended and Restated Installment Purchase Agreement, 
payments under which secure payment of the Refunding Bonds, or the installment or lease 
payments of interest and principal or, if there are no separate payments of interest and principal, 
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the installment or lease payments, scheduled to be paid by the City under and pursuant to the 
Contracts. 

 “Contracts” means the Installment Purchase Agreement, the Amended  and all contracts 
or leases of the City, the installment or lease payments under which are payable form the Net 
System Revenues and secured on a parity with the Installment Payments. 

 “City Bonds” means all revenue bonds or notes of the City that are payable from the Net 
System Revenues and secured on a parity with the Installment Payments. 

 All Net System Revenues are pledged on a parity and pro rata basis to the payment of the 
principal of and interest on the Bonds and on all Additional Obligations.  Upon the issuance of the Bonds, 
the following Obligations will be outstanding: (i) the Bonds and (ii) the Refunding Bonds.  The Bonds 
constitute Additional Obligations in relation to the Refunding Bonds, and are therefore subject to the 
limitations described herein.  See “Limitations Regarding Additional Obligations” below. 

 The City shall not be required to advance any moneys derived from any source of income other 
than Net System Revenues and the other funds provided in the Installment Purchase Agreement for the 
payment of the Installment Payments or for the performance of any agreements or covenants required to 
be performed by it contained in the Installment Purchase Agreement.  The City may, however, but in no 
event shall it be obligated to, advance moneys for any such purpose so long as such moneys are derived 
from a source legally available therefor.  See “Limitations Regarding Additional Obligations” below and 
“APPENDIX A – Summary of Certain Provisions of Principal Legal Documents” herein. 

 The obligation of the City to make the Installment Payments is a special obligation of the 
City payable solely from Net System Revenues and other funds provided for in the Installment 
Purchase Agreement, and does not constitute a debt of the Authority, the City, the County, the 
State, or any political subdivision of the State within the meaning of any constitutional or statutory 
debt limitation or restriction. 

Rate Covenant 

 The City has covenanted in the Installment Purchase Agreement to fix, prescribe, and collect fees, 
rates, and charges for the Wastewater System that will be at least sufficient to yield, during each Fiscal 
Year, Net System Revenues equal to the sum of (a) one-hundred percent (100%) of the Debt Service for 
such Fiscal Year and the amounts, if any, then due and owing to the Bond Insurer under the Reserve 
Policy, plus (b) the amount by which the amount on deposit in the Wastewater Revenue Fund on the last 
day of the immediately preceding Fiscal Year was less than twenty-five percent (25%) of Maximum 
Annual Debt Service as of such day.  The City may make adjustments from time to time in the rates and 
charges described above and may make such classification thereof as it deems necessary, but shall not 
reduce the rates and charges then in effect unless the Net System Revenues from such reduced rates and 
charges will at all times be sufficient to meet the requirements described in this paragraph.  See 
“APPENDIX A – Summary of Certain Provisions of Principal Legal Documents” herein. 

 The Installment Purchase Agreement includes the following definitions: 

 “Debt Service” means, for any Fiscal Year or other period, the sum of (i) the interest 
payable during such Fiscal Year or other period on all outstanding City Bonds, assuming that all 
outstanding serial City Bonds are retired as scheduled and that all outstanding term City Bonds 
are redeemed or paid from sinking fund payments as scheduled (except to the extent that such 
interest is to be paid from the proceeds of sale of any City Bonds), (ii) that portion of the principal 
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amount of all outstanding serial City Bonds maturing on any principal payment date which falls 
in such Fiscal Year or other period, (iii) that portion of the principal amount of all outstanding 
term City Bonds required to be redeemed or paid on any redemption date that falls in such Fiscal 
Year or other period (together with the redemption premiums, if any, thereon), and (iv) that 
portion of the Contract Payments required to be made in such Fiscal Year or other period (all 
subject to certain assumptions set forth in the Installment Purchase Agreement). 

 “Maximum Annual Debt Service” means, at any point in time, with respect to 
Obligations then outstanding, the maximum amount of Debt Service on the Obligations in the 
then current or any future Fiscal Year or other period, calculated by the City or by an Independent 
Certified Public Account and provided to the Trustee. 

 “Fiscal Year” means the period beginning on July 1 of each year and ending on the next 
succeeding June 30, or any other twelve-month period selected and designated as the official 
Fiscal Year of the City. 

Reserve Fund 

 Pursuant to the Installment Purchase Agreement, the City is required to maintain or cause to be 
maintained the Reserve Fund, which is pledged to the payment of principal of and interest on the Bonds, 
at the Reserve Requirement.  Pursuant to the Indenture, the Trustee is required to annually set aside from 
the Payment Fund and deposit in the Reserve Fund from amounts received from the City pursuant to the 
Installment Purchase Agreement an amount of money which, together with the amount already on deposit 
therein, will be equal to the Reserve Requirement.  The Reserve Requirement is equal to the least of 
(i) ten percent (10%) of the outstanding principal amount of the Bonds, (ii) the Maximum Annual Debt 
Service on the Bonds, and (iii) one hundred twenty-five percent (125%) of the Average Annual Debt 
Service on the Bonds.  No deposit need be made in the Reserve Fund so long as there shall be on deposit 
therein a sum equal to at least the Reserve Requirement for the succeeding Bond Year.  The Trustee is 
required to promptly notify the City and the Authority if the amount on deposit in the Reserve Fund is 
less than the Reserve Requirement. 

 Pursuant to the Indenture, all money in the Reserve Fund shall be used and withdrawn by the 
Trustee solely for the purpose of paying the interest on or principal of, or redemption premiums, if any, 
on the Bonds in the event that no other money of the Authority is lawfully available therefor, or for the 
retirement of all Bonds then outstanding.  All interest income received by the Trustee on investment of 
moneys in the Reserve Fund shall be retained in the Reserve Fund so long as amounts on deposit in the 
Reserve Fund are less than the Reserve Requirement for the following Bond Year. 

 In lieu of funding the Reserve Fund with cash, the Authority, at its option, may fund all or any 
portion of the Reserve Requirement by providing to the Trustee (a) an irrevocable, unconditional letter of 
credit approved in writing by the Bond Insurer and issued by a bank or other financial institution 
approved in writing by the Bond Insurer and whose long-term uncollateralized debt obligations are rated 
in one of the two highest rating categories by Standard & Poor’s Ratings Service (“S&P”) or Moody’s 
Investors Service (“Moody’s”), or (b) a Qualified Reserve Fund Policy (as defined in the Indenture); 
provided, however, that, in each case, the Authority shall have complied with the Bond Insurer’s Reserve 
Fund Surety Guidelines, the provisions of which are attached to and incorporated into the Indenture.  The 
Reserve Requirement will respect to the Reserve Fund will initially be satisfied with the Reserve Policy, 
as described below.  The Reserve Policy is a Qualified Reserve Fund Policy. 
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Reserve Policy 

 Concurrently with the issuance of the Bonds, the Bond Insurer will issue its Reserve Policy 
pursuant to the DSRF Policy Agreement, dated as of the date of issuance of the Bonds, by and between 
the Authority and the Bond Insurer.  The Reserve Policy will unconditionally guarantee certain payments 
into the Reserve Fund with respect to the Bonds.  See “DEBT SERVICE RESERVE FUND POLICY” 
herein. 

Bond Insurance Policy 

 The scheduled payment of principal of and interest on the Bonds when due will be guaranteed 
under the Bond Insurance Policy, to be issued concurrently with the delivery of the Bonds by the Bond 
Insurer.  For a more detailed description of the Bond Insurance Policy and the Bond Insurer, see 
“MUNICIPAL BOND INSURANCE” and “APPENDIX F – Specimen Bond Insurance Policy” herein. 

Limitations Regarding Additional Obligations 

 The City may at any time incur Additional Obligations payable from Net System Revenues and 
secured on a parity with the payment by the City of the Installment Payments; provided: 

(1) There shall not have occurred and be continuing an Event of Default under and as defined 
in the Installment Purchase Agreement or the Indenture; and 

(2) The City obtains or provides a certificate or certificates prepared by a Consultant 
showing that (i) the Net System Revenues as shown by the books of the City for the 
twelve (12) calendar months ending prior to the incurring of such Additional Obligations 
shall have amounted to at least one hundred percent (100%) of Debt Service for such 
twelve (12) calendar month period, plus the amount by which the amount on deposit in 
the Wastewater Revenue Fund on the date prior to the first day of such twelve 
(12) calendar month period was less than twenty-five percent (25%) of Maximum Annual 
Debt Service; (ii) the estimated Net System Revenues for the twelve (12) calendar 
months following the date of incurring such Additional Obligations will be at least equal 
to one hundred percent (100%) of Debt Service on all Obligations to be outstanding 
immediately after the incurring of such Additional Obligations; and (iii) the amount on 
deposit in the Wastewater Revenue Fund on the date of incurring such Additional 
Obligations is at least equal to twenty-five percent (25%) of Maximum Annual Debt 
Service as of the date of incurring of such Additional Obligations. 

 The determination of Net System Revenues for use in the calculation described above is more 
fully described in the Installment Purchase Agreement and in “APPENDIX A – Summary of Certain 
Provisions of Principal Legal Documents – Installment Purchase Agreement – Additional Obligations” 
herein. 

 The certificate or certificates described above shall not be required if the Additional Obligations 
being incurred are for the purpose of refunding then outstanding Obligations and at the time of the 
incurring of such Additional Obligations a certificate of an Authorized City Representative shall be 
delivered showing that Maximum Annual Debt Service on all outstanding Obligations after the incurring 
of such Additional Obligations will not exceed Maximum Annual Debt Service on all Obligations 
outstanding prior to the incurring of such Additional Obligations. 
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 Upon the issuance of the Bonds, the following Obligations will be outstanding: (i) the Bonds and 
(ii) the City of Oxnard Financing Authority Wastewater Revenue Refunding Bonds, Series 2003, issued 
by the Authority on April 1, 2003, in the aggregate principal amount of $43,785,000 (the “Refunding 
Bonds”), of which $40,320,000 is currently outstanding.  The Bonds constitute Additional Obligations in 
relation to the Refunding Bonds, and are therefore subject to the limitations described above.  The City 
has obtained a certificate from Red Oak Consulting, A Division of Malcolm Pirnie, certifying that such 
limitations have been met in connection with the issuance of the Bonds. 

 The Commission and the City have approved, and the Commission plans to issue sometime in the 
future, Additional Obligations in the form of revenue bonds (the “Pending Additional Obligations”).  A 
portion of the proceeds of the Pending Additional Obligations is expected to be used to pay certain of the 
costs related to the Headworks Project (as defined herein) and other capital improvements.  No assurance 
can be given that the Pending Additional Obligations will be issued as planned or, if issued, that the 
proceeds from the sale of such Pending Additional Obligations will be sufficient to pay all of the 
outstanding costs associated with the Headworks Project at the time of such issuance. 

 The proceeds of the Bonds are insufficient to pay for the construction, acquisition, and 
improvement of the entire Project.  Any additional amounts necessary to pay for such construction, 
acquisition, and improvement shall be funded either by the issuance of Additional Obligations or from 
other available moneys of the City.  If Additional Obligations are issued, the Authority and the City shall 
enter into a separate installment purchase agreement with respect to such Additional Obligations.  In the 
event that the Pending Additional Obligations are not issued as planned, the Commission may not have 
sufficient moneys to complete the Headworks Project.  See “RISK FACTORS – Pending Additional 
Obligations” and “THE PROJECT” herein. 

Insurance 

 Pursuant to the Installment Purchase Agreement, the City is required to procure and maintain or 
cause to be procured and maintained insurance on the Wastewater System with responsible insurers, or 
provide self insurance reserves (which may be provided in the form of risk sharing pools), in such 
amounts and against such risks as are usually covered in connection with wastewater systems similar to 
the Wastewater System.  The City is also required to procure and maintain such other insurance which it 
shall deem advisable or necessary to protect its interests and the interests of the Authority with respect to 
the Wastewater System. 

 All policies of insurance required to be maintained herein shall, to extent reasonably obtainable, 
provide that the Authority and the Trustee shall be given thirty (30) days written notice of any intended 
cancellation thereof or reduction of coverage provided thereby.  The City will certify to the Trustee 
annually on or before July 1 of each Fiscal Year that it is in compliance with such insurance requirements.  
See “APPENDIX A – Summary of Certain Provisions of Principal Legal Documents – Installment 
Purchase Agreement – Covenants of the City – Insurance” herein. 

Action On Default 

 Upon the happening and continuance of any Event of Default as defined in the Indenture, the 
Owners of not less than 25% in aggregate principal amount of the Bonds then outstanding have the right, 
upon providing the Trustee security and indemnity reasonably satisfactory to it against the costs, expenses 
and liabilities to be incurred therein or thereby, by a written instrument executed and delivered to the 
Trustee, to direct the method and place of conducting all remedial proceedings to be taken by the Trustee 
under the Indenture with respect to such Bonds; provided that, so long as the Bond Insurer is not in 
default in its payment obligations under the Bond Insurance Policy, the Bond Insurer shall be entitled to 
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control and direct the enforcement of all rights and remedies granted to the Owners of the Bonds or the 
Trustee for the benefit of such Owners under the Indenture.  See “APPENDIX A – Summary of Certain 
Provisions of Principal Legal Documents” herein. 

Investment of Moneys 

Amounts held in any fund or account held under the Indenture will be invested in Permitted 
Investments, subject to the conditions provided for in the Indenture.  All investment earnings on monies 
on deposit in any fund or account held under the Indenture will be transferred to the Payment Fund, 
subject to the obligation of the City and/or the Authority to maintain the Reserve Fund at the Reserve 
Requirement and to rebate certain amounts to the United States government as required under the Internal 
Revenue Code of 1986, as amended.  See “APPENDIX A – Summary of Certain Provisions of Principal 
Legal Documents – The Indenture” herein. 

DEBT SERVICE RESERVE FUND POLICY 

Financial Guaranty has supplied the following information for inclusion in this Official 
Statement.  No representation is made by the Authority or the Underwriter as to the accuracy or 
completeness of this information. 

Concurrently with the issuance of the Bonds, Financial Guaranty will issue its Reserve Policy.  
The Reserve Policy unconditionally guarantees the payment of that portion of the principal or accreted 
value (if applicable) of and interest on the Bonds which has become due for payment, but shall be unpaid 
by reason of nonpayment by the Issuer, provided that the aggregate amount paid under the Reserve Policy 
may not exceed the Reserve Requirement, which will be $7,490,191.84 as of the date of issuance of the 
Bonds.  Financial Guaranty will make such payments to the Trustee on the later of the date on which such 
principal or accreted value (if applicable) and interest is due or on the business day next following the day 
on which Financial Guaranty shall have received telephonic or telegraphic notice subsequently confirmed 
in writing or written notice by registered or certified mail from the Trustee of the nonpayment of such 
amount by the Issuer.  The term “nonpayment” in respect of a Bond includes any payment of principal, 
accreted value, or interest (as applicable) made to an owner of a Bond which has been recovered from 
such owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in accordance with 
a final nonappealable order of a court having competent jurisdiction. 

The Reserve Policy is non-cancellable and the premium will be fully paid at the time of delivery 
of the Bonds.  The Reserve Policy covers failure to pay principal or accreted value (if applicable) of the 
Bonds on their respective stated maturity dates, or dates on which the same shall have been called for 
mandatory sinking account redemption, and not on any other date on which the Bonds may have been 
accelerated, and covers the failure to pay an installment of interest on the stated date for its payment.  The 
Reserve Policy shall terminate on the earlier of the scheduled final maturity date of the Bonds or the date 
on which no Bonds are outstanding under the authorizing document. 

Generally, in connection with its issuance of a Reserve Policy, Financial Guaranty requires, 
among other things, (i) that, so long as it has not failed to comply with its payment obligations under the 
Reserve Policy, it be granted the power to exercise any remedies available at law or under the authorizing 
document other than (A) acceleration of the Bonds or (B) remedies which would adversely affect holders 
in the event that the issuer fails to reimburse Financial Guaranty for any draws on the Reserve Policy; and 
(ii) that any amendment or supplement to or other modification of the principal legal documents be 
subject to Financial Guaranty’s consent.  The specific rights, if any, granted to Financial Guaranty in 
connection with its issuance of the Reserve Policy may be set forth in the description of the principal legal 
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documents appearing elsewhere in this Official Statement.  Reference should be made as well to such 
description for a discussion of the circumstances, if any, under which the Issuer of the Bonds is required 
to provide additional or substitute credit enhancement, and related matters. 

The Reserve Policy is not covered by the Property/Casualty Insurance Security Fund specified in 
Article 76 of the New York Insurance Law. 

The Reserve Policy is not covered by the California Insurance Guaranty Association (California 
Insurance Code, Article 14.2). 

MUNICIPAL BOND INSURANCE 
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payment on acceleration, as a result of a call for redemption (other than mandatory sinking account 
redemption) or as a result of any other advancement of maturity; (ii) payment of any redemption, 
prepayment, or acceleration premium; or (iii) nonpayment of principal (or accreted value, if applicable) or 
interest caused by the insolvency or negligence or any other act or omission of the Trustee or paying 
agent, if any. 

As a condition of its commitment to insure Bonds, Financial Guaranty may be granted certain 
rights under the Bond documentation.  The specific rights, if any, granted to Financial Guaranty in 
connection with its insurance of the Bonds may be set forth in the description of the principal legal 
documents appearing elsewhere in this Official Statement, and reference should be made thereto. 

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 
76 of the New York Insurance Law. 

The Policy is not covered by the California Insurance Guaranty Association (California Insurance 
Code, Article 14.2). 

Financial Guaranty Insurance Company 

Financial Guaranty, a New York stock insurance corporation, is a direct, wholly-owned 
subsidiary of FGIC Corporation, and provides financial guaranty insurance for public finance and 
structured finance obligations.  Financial Guaranty is licensed to engage in financial guaranty insurance in 
all 50 states, the District of Columbia, and the Commonwealth of Puerto Rico and, through a branch, in 
the United Kingdom.  Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation, a Delaware 
corporation. 

On December 18, 2003, an investor group consisting of The PMI Group, Inc. (“PMI”), affiliates 
of The Blackstone Group L.P. (“Blackstone”), affiliates of The Cypress Group L.L.C. (“Cypress”) and 
affiliates of CIVC Partners L.P. (“CIVC”) acquired FGIC Corporation (the “FGIC Acquisition”) from a 
subsidiary of General Electric Capital Corporation (“GE Capital”).  PMI, Blackstone, Cypress, and CIVC 
acquired approximately 42%, 23%, 23%, and 7%, respectively, of FGIC Corporation’s common stock.  
GE Capital retained approximately $234.6 million in liquidation preference of FGIC Corporation’s 
convertible participating preferred stock and approximately 5% of FGIC Corporation’s common stock.  
Neither FGIC Corporation nor any of its shareholders is obligated to pay any debts of Financial Guaranty 
or any claims under any insurance policy, including the Reserve Policy, issued by Financial Guaranty.  

Financial Guaranty is subject to the insurance laws and regulations of the State of New York, 
where it is domiciled, including Article 69 of the New York Insurance Law (“Article 69”), a 
comprehensive financial guaranty insurance statute.  Financial Guaranty is also subject to the insurance 
laws and regulations of all other jurisdictions in which it is licensed to transact insurance business.  The 
insurance laws and regulations, as well as the level of supervisory authority that may be exercised by the 
various insurance regulators, vary by jurisdiction, but generally require insurance companies to maintain 
minimum standards of business conduct and solvency, to meet certain financial tests, to comply with 
requirements concerning permitted investments and the use of policy forms and premium rates and to file 
quarterly and annual financial statements on the basis of statutory accounting principles (“SAP”) and 
other reports.  In addition, Article 69, among other things, limits the business of each financial guaranty 
insurer, including Financial Guaranty, to financial guaranty insurance and certain related lines. 

For the years ended December 31, 2003, and December 31, 2002, Financial Guaranty had written 
directly or assumed through reinsurance, guaranties of approximately $42.4 billion and $47.9 billion par 
value of securities, respectively (of which approximately 79% and 81%, respectively, constituted 
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guaranties of municipal bonds), for which it had collected gross premiums of approximately $260.3 
million and $232.6 million, respectively.  For the year ended December 31, 2003, Financial Guaranty had 
reinsured, through facultative arrangements, approximately 2.0% of the risks it had written. 

As of December 31, 2003, Financial Guaranty had net admitted assets of approximately $2.741 
billion, total liabilities of approximately $1.587 billion, and total capital and surplus of approximately 
$1.153 billion, determined in accordance with statutory accounting practices prescribed or permitted by 
insurance regulatory authorities.  

The audited financial statements of Financial Guaranty as of December 31, 2003, and 2002, 
which have been filed with the Nationally Recognized Municipal Securities Information Repositories 
(“NRMSIRs”), are hereby included by specific reference in this Official Statement.  Any statement 
contained herein under the heading “DEBT SERVICE RESERVE FUND POLICY” or “MUNICIPAL 
BOND INSURANCE,” or in any documents included by specific reference herein, shall be modified or 
superseded to the extent required by any statement in any document subsequently filed by Financial 
Guaranty with such NRMSIRs, and shall not be deemed, except as so modified or superseded, to 
constitute a part of this Official Statement.  All financial statements of Financial Guaranty (if any) 
included in documents filed by the Issuer with the NRMSIRs subsequent to the date of this Official 
Statement and prior to the termination of the offering of the Bonds shall be deemed to be included by 
specific reference into this Official Statement and to be a part hereof from the respective dates of filing of 
such documents.  

Financial Guaranty also prepares quarterly and annual financial statements on the basis of 
generally accepted accounting principles.  Copies of Financial Guaranty’s most recent GAAP and SAP 
financial statements are available upon request to: Financial Guaranty Insurance Company, 125 Park 
Avenue, New York, NY 10017, Attention:  Corporate Communications Department.  Financial 
Guaranty’s telephone number is (212) 312-3000. 

Financial Guaranty’s Credit Ratings 

The financial strength of Financial Guaranty is rated “AAA” by S&P, “Aaa” by Moody’s, and 
“AAA” by Fitch Ratings.  Each rating of Financial Guaranty should be evaluated independently.  The 
ratings reflect the respective ratings agencies’ current assessments of the insurance financial strength of 
Financial Guaranty.  Any further explanation of any rating may be obtained only from the applicable 
rating agency.  These ratings are not recommendations to buy, sell, or hold the Bonds, and are subject to 
revision or withdrawal at any time by the rating agencies.  Any downward revision or withdrawal of any 
of the above ratings may have an adverse effect on the market price of the Bonds.  Financial Guaranty 
does not guarantee the market price or investment value of the Bonds nor does it guarantee that the ratings 
on the Bonds will not be revised or withdrawn. 

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for the 
accuracy or completeness of the Official Statement or any information or disclosure that is 
provided to potential purchasers of the Bonds, or omitted from such disclosure, other than with 
respect to the accuracy of information with respect to Financial Guaranty, the Bond Insurance 
Policy, or the Reserve Policy under the headings “DEBT SERVICE RESERVE FUND POLICY,” 
“MUNICIPAL BOND INSURANCE,” and “APPENDIX F – Specimen Bond Insurance Policy.  In 
addition, Financial Guaranty makes no representation regarding the Bonds or the advisability of 
investing in the Bonds. 
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RISK FACTORS 

 Investment in the Bonds involves risks which may not be appropriate for certain investors.  The 
following is a discussion of certain risk factors which should be considered, in addition to other 
matters set forth herein, in evaluating the Bonds for investment.  The information set forth below does 
not purport to be an exhaustive listing of the risks and other considerations which may be relevant to 
an investment in the Bonds.  In addition, the order in which the following information is presented is 
not intended to reflect the relative importance of any such risks. 

Bonds are Limited Obligations 

The Bonds are payable solely from Net System Revenues and amounts held in certain funds and 
accounts established under the Indenture.  Consequently, the payment of principal of and interest on the 
Bonds will be dependent upon the availability and sufficiency of such Net System Revenues.  The Bonds 
do not constitute an obligation of the Authority for which the Authority must levy or pledge any form of 
taxation or for which the Authority has levied or pledged any form of taxation.  The Installment Payments 
do not constitute an obligation of the City for which the City must levy or pledge any form of taxation or 
for which the City has levied or pledged any form of taxation.  Neither the Bonds nor the Installment 
Payments constitute a debt or indebtedness of the Authority, the City, the County, the State, or any 
political subdivision of the State, within the meaning of any constitutional or statutory debt limitation or 
restriction. 

System Demand 

 There can be no assurance that the local demand for the services provided by the Wastewater 
System will be maintained at levels described in this Official Statement.  Because of changes in 
demographics within the boundaries of the City, it is possible for the demand for wastewater services to 
decline over the term of the Bonds.  A significant decline in demand might create a situation in which the 
City could not increase rates sufficiently to offset the decrease in subscribers or usage.  This would reduce 
the City’s ability to make Installment Payments, which could in turn adversely impact the Authority’s 
ability to make repayments of the principal or interest on the Bonds. 

Increased Regulations 

 The adoption by federal or state agencies of more regulations could adversely affect Net System 
Revenues.  A significant change in effluent standards for wastewater treatment imposed by law or 
regulation might cause the City to incur greater expenses of operation, thus creating a temporary or 
permanent inability to support the Installment Payments due under the Installment Purchase Agreement, 
which would in turn adversely impact the Authority’s ability to pay the principal of and interest on the 
Bonds when due.  It is not possible to predict the timing or nature of more stringent operating standards 
that may be imposed upon the City over the term of the Bonds. 

Increased System Expenses 

Changes in technology, increases in the cost of energy, chemicals, or other expenses could reduce 
Net System Revenues, which could in turn require substantial increases in rates or charges in order to 
comply with the rate covenant in the Installment Purchase Agreement.  The City’s ability to make its 
required Installment Payments may be adversely affected until such time as the City is able to increase 
rates and charges to pay for such increased costs. 
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Pending Additional Obligations 

 The Commission and the City have approved, and the Commission plans to issue sometime in the 
future, the Pending Additional Obligations, a portion of the proceeds of which are expected to be applied 
to pay certain of the costs related to the Headworks Project, as well as other capital improvements.  Such 
Pending Additional Obligations will be subject to the limitations relating to Additional Obligations, as 
described in the section entitled “SECURITY FOR THE BONDS – Limitations Regarding Additional 
Obligations” herein.  No assurance can be given that the Pending Additional Obligations will be issued as 
planned or, if issued, that the proceeds from the sale of such Pending Additional Obligations will be 
sufficient to pay all of the outstanding costs associated with the Headworks Project at the time of such 
issuance. 

 The proceeds of the Bonds are insufficient to pay for the construction, acquisition, and 
improvement of the entire Project.  Any additional amounts necessary to pay for such construction, 
acquisition, and improvement shall be funded either by the issuance of Additional Obligations or from 
other available moneys of the City.  If Additional Obligations are issued, the Authority and the City shall 
enter into a separate installment purchase agreement with respect to such Additional Obligations.  In the 
event that the Pending Additional Obligations are not issued as planned, the Commission may not have 
sufficient moneys to complete the Headworks Project.  See “SECURITY FOR THE BONDS – 
Limitations Regarding Additional Obligations” and “THE PROJECT” herein. 

Seismic Activity; Flood Plain; Limited Insurance 

The Installment Purchase Agreement does not require the City to maintain earthquake or flood 
insurance on the Wastewater System.  The City, along with much of the State of California, shares a 
history of seismic activity and is thus listed as a “Zone 4” earthquake area in the Uniform Building Code.  
A Zone 4 designation has the most restrictive design requirements for new construction.  The City 
standards for development, to which the components of the Wastewater System were subject, have been 
designed to reduce the risk to the public and adequately mitigate seismic hazards. 

There are no known major faults within the City; however, there are several active faults located 
within a radius of approximately fifty (50) miles from the City, including the San Andreas Fault and the 
San Gabriel Fault.  Activity along these faults could potentially result in damage to the buildings, roads, 
bridges, and property within the City in the event of a major earthquake. 

If a major earthquake were to occur, it may substantially damage or destroy the Wastewater 
System or portions of it.  In such a case, under certain circumstances, the Net System Revenues could 
possibly be reduced or eliminated if the City was unable to provide wastewater services to its customers, 
or if large amounts of System Revenues were required to be applied to make extensive repairs to the 
Wastewater System.  Such a reduction or elimination of Net System Revenues could impair the ability of 
the City to make Installment Payments, which in turn would impair the ability of the Authority to make 
payments of principal of and interest on the Bonds when due. 

The chance that the occurrence of severe seismic activity in the area of the Wastewater System 
could result in substantial damage and interference with the City’s right to use all or a portion of the 
Wastewater System, and thereby result in a reduction or elimination of Net System Revenues, is mitigated 
by the City’s standards for development. 

The components of the Wastewater System are located in a flood insurance rate zone designated 
by the Federal Emergency Management Agency (“FEMA”) as “Zone B.”  According to FEMA, Zones B, 
C and X refer to flood insurance rate zones that are not within the 100-year floodplain and are therefore 
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not considered to pose a flood hazard.  The term “100-year flood” refers to the flood elevation that has a 
one percent chance of being equaled or exceeded in any given year.  A base flood may also be referred to 
as a “100-year storm” and the area inundated during the base flood is sometimes called the “100-year 
floodplain.”  The 100-year flood, which is the standard used by most Federal and state agencies, is used 
by the National Flood Insurance Program as the standard for floodplain management and to determine the 
need for flood insurance. 

Limited Recourse on Default 

 If the City defaults on its obligation to make Installment Payments, the Trustee, as assignee of the 
Authority, has the right to accelerate the total unpaid principal amount of the Installment Payments.  
However, in the event of a default and such acceleration, neither the Bond Insurance Policy nor the 
Reserve Policy guarantee the payment of any accelerated amounts and there can be no assurance that the 
City will have sufficient Net System Revenues to pay the accelerated Installment Payments. 

Limitations on Available Remedies 

 The enforceability of the obligations of the City and the rights and remedies of the Owners of the 
Bonds may become subject to the following:  the federal bankruptcy code and applicable bankruptcy, 
insolvency, reorganization, moratorium, or similar laws relating to or affecting the enforcement of 
creditors’ rights generally, now or hereafter in effect; usual equitable principles which may limit the 
specific enforcement under state law of certain remedies; the exercise by the United States of America of 
the powers delegated to it by the federal Constitution; and the reasonable and necessary exercise, in 
certain exceptional situations, of the police power inherent in the sovereignty of the State of California 
and its governmental bodies in the interest of servicing a significant and legitimate public purpose.  
Bankruptcy proceedings, or the exercising of powers by the federal or state government, if initiated, could 
subject the Owners of the Bonds to judicial discretion and interpretation of their rights in bankruptcy or 
otherwise and consequently may entail risks of delay, limitation, or modification of their rights. 

Absence of Market for the Bonds 

There can be no assurance that there will ever be a secondary market for purchase or sale of the 
Bonds, and from time to time there may be no market for them, depending upon prevailing market 
conditions and the financial condition or market position of firms who may make the secondary market. 

Constitutional Limitations 

California law imposes various taxing, revenue and appropriations limitations on public agencies 
such as the City.  See “CONSTITUTIONAL PROVISIONS AFFECTING WASTEWATER SYSTEM 
REVENUES AND EXPENDITURES” below for a discussion of these limitations. 

Loss of Tax Exemption 

As discussed under the caption “TAX MATTERS” herein, interest on the Bonds could become 
included in gross income for purposes of federal income taxation, retroactive to the date the Bonds were 
issued, as a result of future acts or omissions of the City or the Authority in violation of their respective 
covenants in the Indenture and the Installment Purchase Agreement. 
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Economic, Political, Social and Environmental Conditions 

Prospective investors are encouraged to evaluate current and prospective economic, political, 
social and environmental conditions as part of an informed investment decision.  Changes in economic, 
political, social or environmental conditions on a local, state, federal and/or international level may 
adversely affect investment risk generally.  Such conditional changes may include (but are not limited to) 
fluctuations in business production, consumer prices, or financial markets, unemployment rates, 
technological advancements, shortages or surpluses in natural resources or energy supplies, changes in 
law, social unrest, fluctuations in the crime rate, political conflict, acts of war or terrorism, environmental 
damage and natural disasters. 

CONSTITUTIONAL PROVISIONS AFFECTING 
WASTEWATER SYSTEM REVENUES AND EXPENDITURES 

California Constitution Article XIIIB Limitations 

Article XIIIB of the California Constitution limits the annual appropriations of the State and of 
any city, county, school district, authority, or other political subdivision of the State to the level of 
appropriations of the particular governmental entity for the prior fiscal year, as adjusted for changes in the 
cost of living, population, and services rendered by the government entity.  The “base year” for 
establishing this appropriations limit is the 1978-79 fiscal year, and the limit is adjusted annually to 
reflect changes is population, consumer prices, and increases or decreases in the cost of services provided 
by these public agencies. 

Appropriations of an entity of local government subject to Article XIIIB include generally 
authorizations to expend during a fiscal year the proceeds of taxes levied by or for the entity and the 
proceeds of State subventions, exclusive of certain State subventions, refunds of taxes, and benefit 
payments from retirement, unemployment insurance, and disability insurance funds. “Proceeds of taxes” 
include, but are not limited to, all tax revenues, most State subventions, and the proceeds to the local 
governmental entity from (1) regulatory licenses, user charges, and user fees (to the extent that such 
proceeds exceed the cost reasonably borne by such entity), and (2) the investment of tax revenues.  
Article XIIIB provides that if a governmental entity’s revenues in any year exceed the amounts permitted 
to be spent, the excess must be returned by revising tax rates or fee schedules over the subsequent two 
years. 

Certain expenditures are excluded from the appropriations limit, including payments of 
indebtedness existing or legally authorized as of January 1, 1979, or of bonded indebtedness thereafter 
approved by the voters and payments required to comply with court or federal mandates which without 
discretion require an expenditure for additional services or which unavoidably make the providing of 
existing services more costly.  The City believes that its charges for sewer service and wastewater 
treatment do not exceed the costs it reasonably bears in providing such services and, therefore, are not 
subject to the limitations of Article XIIIB.  The City has covenanted in the Installment Purchase 
Agreement that it will, in each year, prescribe rates and charges sufficient to provide for payments of the 
Bonds each year. 

California Constitution Article XIIIC and Article XIIID Limitations 

On November 5, 1996, the voters of the State approved Proposition 218, the “Right to Vote on 
Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State Constitution, which contain a 
number of provisions affecting the ability of the City to levy and collect both existing and future taxes, 
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assessments, fees, and charges.  These provisions could adversely affect the financial condition of the 
City, its ability to comply with its covenants under the Installment Purchase Agreement, and/or the 
Authority’s ability to pay principal of or interest on the Bonds.  In such event, there can be no assurance 
that remedies will be available to fully protect the interests of the holders of the Bonds.  See “RISK 
FACTORS – Limitations on Available Remedies” above. 

Article XIIID contains several new provisions affecting the ability of local governments to 
impose or increase “fees” and “charges,” defined for purposes of Article XIIID to mean “any levy other 
than an ad valorem tax, a special tax, or an assessment, imposed by ... a [local government] upon a parcel 
or upon a person as an incident of property ownership, including user fees or charges for a property 
related service”; provided, however, that Article XIIID specifically provides that it shall not be construed 
to “affect existing laws relating to the imposition of fees or charges as a condition of property 
development.” The City believes that its connection fee charges related to the Wastewater System is a fee 
or charge as a condition of property development within the meaning of Article XIIID, although no 
assurance can be given that a court would not determine otherwise. “Property related service” means a 
public service having a direct relationship to property ownership (which term may include tenancies).  All 
new and existing property related fees and charges must conform to requirements prohibiting, among 
other things, fees and charges which (i) generate revenues exceeding the funds required to provide the 
property related service, (ii) are used for any purpose other than those for which the fees and charges are 
imposed, (iii) with respect to any parcel or person exceed the proportional cost of the service attributable 
to the parcel, (iv) are for a service not actually used by, or immediately available to, the owner of the 
property in question, or (v) are used for general governmental services, including police, fire, ambulance, 
or library services, where the service is available to the public at large in substantially the same manner as 
it is to property owners.  Although the City believes that its sewer service charges are not property related 
fees or charges within the meaning of Article XIIID, the City further believes that its sewer service 
charges, if determined to be such property related fees or charges, would satisfy all of these requirements. 
However, in any legal action contesting the validity of a fee or charge, the City will have the burden of 
proving exemption from or compliance with Article XIIID and no assurance can be given that a court 
would not determine otherwise.  Before any property related fee or charge may be imposed or increased, 
written notice must be given to the record owner of each parcel of land affected by such fee or charge. 
The City must then hold a hearing upon the proposed imposition or increase, and if written protests 
against the proposal are presented by a majority of the owners of the identified parcels, the City may not 
impose or increase the fee or charge.  The City is unable to predict whether the imposition or increase of 
any fee and charge, including any increase in its sewer service charge, will be prevented by such a 
majority protest. 

Moreover, Article XIIID also provides that, except for fees or charges for sewer, water, and 
refuse collection services (or fees for electrical and gas service, which are not treated as property related 
for purposes of Article XIIID), no property related fee or charge may be imposed or increased without 
majority approval by the property owners subject to the fee or charge or, at the option of the local agency, 
two-thirds voter approval by the electorate residing in the affected area.  The City believes that its sewer 
service charges are charges for sewer service within the meaning of Article XIIID, although no assurance 
can be given that a court would not determine otherwise. 

Article XIIID states that, beginning July 1, 1997, all “fees” or “charges” must comply with its 
provisions.  It is unclear how the provisions of Article XIIID will be applied to fees or charges established 
prior to such date.  The City does not plan to conduct any new hearings, elections, or other proceedings 
with respect to any of its existing sewer-related fees or charges. 

In addition to the provisions described above, Article XIIIC removes limitations on the initiative 
power in matters of local taxes, assessments, fees and charges.  Consequently, the voters of the City 
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could, by future initiative, repeal, reduce, or prohibit the future imposition or increase of any local tax, 
assessment, fee, or charge.  “Assessment,” “fee,” and “charge” are not defined in Article XIIIC and it is 
unclear whether the definitions of such terms contained in Article XIIID (which are generally 
property-related as described above) apply with respect to Article XIIIC.  No assurance can be given that 
the voters of the City will not, in the future, approve initiatives which repeal, reduce, or prohibit the future 
imposition or increase of assessments, fees, or charges.  The City believes that the initiative power cannot 
be used to alter covenants in the Installment Purchase Agreement concerning the imposition of the City’s 
charges or reduce or repeal such charges to the extent that the City could not meet its obligation to make 
Installment Payments.  In addition to the foregoing, the City’s general financial condition may be affected 
by other provisions of Article XIIIC and Article XIIID, including (A) provisions of Article XIIIC (i) 
requiring taxes for general governmental purposes to be approved by a majority vote and taxes for 
specific purposes, even if deposited into general fund, to be approved by a two-thirds vote, (ii) subjecting 
all taxes, assessments, fees, and charges to reduction or repeal at any time through the initiative process 
(as mentioned above), and (iii) provisions of Article XIIID that could reduce the ability of the City to 
fund certain services or programs that it may be required or choose to fund from its general fund, such as 
provisions (1) adding requirements making it generally more difficult to levy and maintain “assessments,” 
defined to mean a levy or charge upon real property for a particular and distinct benefit to the property 
over and above general benefits conveyed to property located in the district or to the public at large, 
(2) requiring any imposition or increase of property related fees or charges other than for sewer, water and 
refuse collection services or fees for electrical or gas service (which are not treated as property related for 
purposes of Article XIIID) to be approved by “majority of the property owners” subject to the fee or 
charge or, at the option of the local government, two-thirds vote of the electorate residing in the affected 
area. 

The interpretation and application of Proposition 218 will ultimately be determined by the courts 
with respect to a number of the matters discussed above, and it is not possible at this time to predict with 
certainty the outcome of such determination. 

Future Initiatives 

Articles XIIIB, XIIIC, and XIIID of the Constitution were each adopted as measures that 
qualified for the ballot pursuant to California’s initiative process. From time to time other initiative 
measures could be adopted, further affecting Wastewater System revenues or the City’s ability to generate 
or expend revenues. 

THE AUTHORITY 

 The Authority is a joint exercise of powers entity duly organized and existing under and by virtue 
of the laws of the State of California pursuant to a Joint Powers Agreement, dated as of October 8, 1991, 
as amended on April 21, 1992 (the “JPA”), by and between the City, the Redevelopment Agency of the 
City of Oxnard and the Housing Authority of the City of Oxnard.  The Authority was created on 
October 8, 1991, to finance capital improvements, working capital, liability and other insurance needs, or 
projects. 
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 The Authority is governed by a five-member Board of Directors.  Presently, there is one vacancy 
on the Board.  The current members of the Board are listed below: 

Name Office 

Tom Conway Chairman 
Charles Covarrubias Vice Chairman 
Francisco J. Dominguez Board Member 
Patricia Maki Board Member 

 The Authority is also served by the officers listed below who, in the case of the Authority 
Controller and General Counsel, serve in these capacities by virtue of their duties as Finance and 
Management Services Director and City Attorney, respectively or, in the case of the Authority Secretary, 
is appointed by officers of the Authority and serves at the pleasure of the Authority’s Board of Directors.  
The officers are: 

Name Position 

Stan Kleinman  Controller 
Gary Gillig General Counsel 
Jill Beaty  Secretary 

 Neither the Authority nor its directors have any obligations or liability to the Owners of the 
Bonds with respect to the payment of Installment Payments by the City under the Installment Purchase 
Agreement, or with respect to the performance of the City of other covenants made by it in the 
Installment Purchase Agreement. 

THE PROJECT 

 The City is purchasing the Project from the Authority with Installment Payments pursuant to the 
Installment Purchase Agreement.  The Project is comprised of the Redwood Trunk Sewer Project (the 
“Redwood Trunk Sewer Project”) and the Oxnard Wastewater Treatment Plant Headworks Project (the 
“Headworks Project”), both of which are currently being implemented to address master-planned 
increases in sewer capacity needs, to meet the City's commitment to serve these needs in the north and 
northwest portions of the City, and to correct existing Wastewater System deficiencies.  The City has 
represented that the Redwood Trunk Sewer Project and the Headworks Project have each been engineered, 
and the construction of each such project will be staged, to ensure uninterrupted service to existing 
Wastewater System customers. 

 A portion of the proceeds from the sale of the Bonds will be used to pay the costs of the Redwood 
Trunk Sewer Project and a portion of the costs of the Headworks Project.  The Commission and the City 
have approved, and the Commission plans to issue sometime in the future, the Pending Additional 
Obligations, a portion of the proceeds of which will be used to pay certain of the outstanding costs related 
to the Headworks Project.  Such Pending Additional Obligations will be subject to the limitations relating 
to Additional Obligations, as described in the section entitled “SECURITY FOR THE BONDS – 
Limitations Regarding Additional Obligations” herein.  No assurance can be given that the Pending 
Additional Obligations will be issued as planned or, if issued, that the proceeds from the sale of the 
Pending Additional Obligations will be sufficient to pay all of the outstanding costs associated with the 
Headworks Project at the time of such issuance.  The City and the Commission presently intend that any 
amounts necessary to complete the acquisition, construction, and improvement of the Project, in addition 
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to Bond proceeds, will be funded from the issuance of the Pending Additional Obligations or from other 
available moneys of the City and/or the Commission.  In the event that the Pending Additional 
Obligations are not issued as planned, the Commission may not have sufficient moneys to complete the 
Headworks Project.  See “SECURITY FOR THE BONDS – Limitations Regarding Additional 
Obligations” and “RISK FACTORS – Pending Additional Obligations” herein. 
 
Redwood Trunk Sewer Project 

 The City currently operates and maintains approximately 400 miles of sewer pipelines and 
sixteen wastewater pump stations.  These facilities provide wastewater collection services to City 
residents and other agencies/users such as the Santa Clara Wastewater Company, Crestview Mutual 
Water Company, Point Mugu, City of Port Hueneme, and the Naval Construction Battalion Center.  
Collected wastewater is conveyed to the City's Wastewater Treatment Plant located in the southern 
portion of the City along Perkins Road. 
 
 Based on wastewater collection system master planning efforts begun in May 1998, the City has 
identified a need to make substantial improvements to its collection system.  These improvements are 
intended to alleviate hydraulic deficiencies and provide sufficient capacity for new rapidly emerging 
developments.  The Redwood Trunk Sewer Project constitutes part of these improvements and is 
expected to improve the system hydraulics along the corridor of the existing Redwood Trunk and provide 
sufficient capacity for the Northwest Golf Course Community (Victoria Estates) and the Seabridge and 
Westport developments in the City.  In addition, the Redwood Trunk Sewer Project is expected to relieve 
the existing Central Trunk by diverting flows north of the Central Trunk in the College Park area, 
including the area of the RiverPark development, to the proposed Redwood Trunk Sewer.  The existing 
Central Trunk Sewer is approximately thirteen (13) feet lower than the proposed pathway of the Redwood 
Trunk Sewer, however, which will require the proposed Redwood Trunk Sewer to be installed 
significantly deeper than the existing Central Trunk Sewer.  The Redwood Trunk Sewer Project will 
primarily include the construction of approximately 45,500 feet of pipe and improvement of the existing 
Lift Station 29.  In addition, four (4) lift stations will be eliminated along the Redwood Trunk Sewer 
Project.  The City anticipates that the elimination of these lift stations will increase the efficiency and 
decrease the operating and maintenance costs of the Wastewater System. 
 
 The proposed alignment of the Redwood Trunk Sewer has been divided into four (4) segments: 
Gonzales Road, Ventura Road, West "J" Street, and Hemlock Street.  A brief description of each segment 
is provided below and summarized in Table 1. 
 
 Gonzales Road Segment.  The new Redwood Trunk Sewer pipeline, initially 36 inches in 
diameter, will start at the intersection of Stanford Avenue and Vanderbilt Street in the College Park area 
of the City.  The Redwood Trunk Sewer will proceed south on Stanford Avenue to Stanford Street.  
Proceeding west, the Redwood Trunk Sewer will cross the Union Pacific Railway Company railroad 
tracks and Oxnard Boulevard to Frontage Road, where it will proceed south to Citrus Grove Lane.  From 
Citrus Grove Lane, the Redwood Trunk Sewer will parallel an 8-inch collector sewer west along Citrus 
Grove Lane and continue to parallel the 8-inch collector sewer south along "C" Street to Gonzales Road.  
The 8-inch collector sewer is located approximately along the centerline of “C” Street and Gonzales Road 
and therefore may require relocation or replacement. 
 
 At the intersection of Gonzales Road and "C" Street, a new manhole will be installed to receive 
sewer flow from the 8-inch collector sewer and from an existing 12-inch trunk sewer.  At this location, 
the Redwood Trunk Sewer will be installed north of the existing 12-inch trunk sewer, approximately 
along the centerline of the number two westbound lane in Gonzales Road.  It is anticipated that 
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construction of the Redwood Trunk Sewer along Gonzales Road will only affect the westbound portion of 
Gonzales Road.  The pipeline will travel west on Gonzales Road to Ventura Road. 
 
 At the intersection of Gonzales Road and Ventura Road, continuing south on Ventura Road, the 
Redwood Trunk Sewer will increase to 42 inches due to the addition of flows from North Ventura Road.  
The Gonzales Road segment ends at approximately the intersection of Ventura Road and Doris Avenue.  
The City has determined that it is preferable to locate the 42-inch Redwood Trunk Sewer in the 
southbound portion of Ventura Road along this segment (i.e., Gonzales Road to Doris Avenue) to avoid 
intersecting the numerous sewer collectors on northbound Ventura Road. 
 
 The location of the proposed Redwood Trunk Sewer alignment at the intersection of Gonzales 
Road and Ventura Road will require additional investigation due to existing storm water and potable 
water facilities, as well as traffic and business access concerns, in the approximate area of such 
intersection.  Also, the gas station located on the southwest corner of such intersection is a known 
petroleum contamination site.  It is anticipated that tunneling technology will minimize impacts on soil 
contamination, traffic, and businesses, as well as enable the pipe to be installed without exposing the 
existing utilities.  The approximate length of the Gonzales Road segment of the Redwood Trunk Sewer is 
11,950 feet. 
 
 Ventura Road Segment.  From approximately the intersection of Ventura Road and Doris Avenue, 
the 42-inch Redwood Trunk Sewer continues south in the southbound portion of Ventura Road to 
Hemlock Street to avoid the numerous sewer collectors on northbound Ventura Road.  Microtunneling 
technology will be used along this entire segment (i.e., Doris Avenue to Hemlock Street) to cross under 
the Ventura County Railroad tracks at the intersection of Ventura Road and Wooley Road and to 
minimize traffic impacts along the major intersections of Ventura Road, including Fifth Street, Seventh 
Street, Ninth Street, and Wooley Road.  The approximate length of the Ventura Road segment of the 
Redwood Trunk Sewer is 10,000 feet. 
 
 West "J" Street Segment.  The proposed alignment in the West “J” Street segment of the 
Redwood Trunk Sewer begins at the intersection of Ventura Road and Hemlock Street.  The size of the 
Redwood Trunk Sewer increases to 60 inches at this location due to the increase in flow from Lift Station 
29.  From the intersection of Ventura Road and Hemlock Street the alignment continues south in the 
southbound portion of Ventura Road to Redwood Street.  At the intersection of Ventura Road and 
Redwood Street the alignment turns east along the south side of Redwood Street to “J” Street and then 
south on the west side of “J” Street to the Headworks facility.  Microtunneling technology will be used 
along this entire segment (i.e., Hemlock Street to the Headworks facility) to minimize impacts to the “J” 
Street drain and the surrounding neighborhood and to minimize traffic impacts at the major intersections 
of Ventura Road, including Hemlock Street, Channel Islands Boulevard, and Redwood Street.  The 
approximate length of the West “J” Street segment of the Redwood Trunk Sewer is 15,600 feet. 
 
 Hemlock Street Segment.  The Hemlock Street segment of the Redwood Trunk Sewer includes a 
new 36-inch gravity flow sewer pipeline starting at Victoria Avenue, which will head east on Hemlock 
Street to just east of Patterson Road and connect with Lift Station 29 (located at Hemlock Street and 
Patterson Road).  A new 20-inch pumped forcemain from Lift Station 29 will then cross the Ventura 
County Railroad Tracks and continue east on Hemlock Street where it will join the 60-inch Redwood 
Trunk Sewer at Ventura Road.  The approximate length of the Hemlock Street segment of the Redwood 
Trunk Sewer is 7,950 feet. 
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 The following table lists the proposed pipeline improvements, as described above, that will 
comprise the Redwood Trunk Sewer Project: 
 

Table 1 

Redwood Trunk Sewer Project 
Proposed Pipeline Improvements 

Segment Name/Location 
Diameter 
(inches) 

Length 
(feet) 

Gonzales Road   
Stanford Avenue to Stanford Street; across Oxnard Blvd. to Frontage Road; 
Frontage Road to Citrus Grove Lane to “C” Street; “C” Street to Gonzales Road 36  3,900 
Gonzales Road from “C” St. to Ventura Road 36  4,150 
Ventura Road from Gonzales Road to Doris Avenue 42  3,900 
   Subtotal   11,950 
   
Ventura Road   
Ventura Road from Gonzales Road to Hemlock Street 42  10,000 
   Subtotal   10,000 
   
Hemlock Street   
Hemlock Street from Victoria Avenue to Patterson Road 36  3,900 
Hemlock Street from S. Patterson to Ventura Road 20  4,050 
   Subtotal   7,950 
   
West “J” Street   
Redwood St. from Ventura Road to “J” St.; “J” St. from Redwood St. to Headworks 60  15,600 
   Subtotal   15,600 

   
Total Pipeline Improvements   45,500 
______________________- 
Source: City. 
 
 Lift Station 29.  In addition to the proposed Redwood Trunk Sewer pipeline, improvements to the 
existing Lift Station 29, located at the corner of Hemlock Street and Patterson Road, are required in 
connection with the Redwood Trunk Sewer Project.  Currently, Lift Station 29 has an average dry weather 
flow (ADWF) design capacity of 5.0 MGD, with provisions for an ultimate peak wet weather flow 
(PWWF) of 10.0 MGD.  Lift Station 29 has a current ADWF of approximately 2.0 MGD. 
 
 Based on the City’s commitment to provide wastewater service to serve the new developments in 
the City, especially in the north and northwest portions of the City, and to correct existing Wastewater 
System deficiencies, the City will provide a design for new wetwell capacity for Lift Station 29.  The new 
wetwell will be designed to handle the ultimate design capacity of Lift Station 29 from the upstream 
sources.  The design flows to be handled through the new wetwell are 5.0 to 8.0 MGD for the ADWF and 
14.0 for the PWWF. 
 
The Headworks Project 

 The Oxnard Wastewater Treatment Plant (“OWTP”) is a secondary treatment plant located at 
southwest portion of the City.  The OWTP has an average dry weather flow (“ADWF”) design capacity of 
31.7 million gallons per day (“MGD”) with provision for an ultimate ADWF design capacity of 39.7 
MGD and corresponding ultimate peak weather flow of 75.4 MGD. 
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 The new Headworks Project will be located on the City property north of the OWTP.  The 
Headworks Project facilities will be designed to meet the City's ultimate average dry weather flow of 39.7 
MGD and ultimate peak weather flow of 75.4 MGD.  The Headworks Project is expected to maintain the 
OWTP capacity while substantially enhancing process reliability, performance, and operability.  These 
improvements are attained by providing process and mechanical equipment redundancy throughout key 
elements of the new Headworks Project facility, and upgrading stand-by power and odor control support 
systems. 
 
 The key features of the Headworks Project facility are described below: 
 

A. Inlet Junction Structure: A below-grade, reinforced concrete Influent Junction Structure, 
12 feet by 33 feet, to collect tributary sewer flows. 

 
B. Influent Channels: Wastewater will flow from the influent junction structure to the 

mechanical bar screen facility by means of influent channels.  A total of six channels will 
be constructed, four of which are 4.5 feet wide and 9.5 feet deep, two of which are 5 feet 
wide and 9.5 feet deep. 

 
C. Mechanical Bar Screens: Four (4) mechanical bar screens and two (2) manual bar 

screens will be located in the influent channels.  The mechanical bar screens will be 
approximately 4.5 feet wide and 50 feet tall, constructed of stainless steel; the manual bar 
screens will be approximately 5.5 feet wide and 9.5 feet tall.  Two of the four mechanical 
screens will operate, while the additional two will function as standby.  The two (2) 
manual bar screens will be used for bypassing the mechanical screens, when needed.  The 
screenings collected from the mechanical bar screens will be conveyed to the 
grit/screenings building for storage in a truck roll-off bin, prior to disposal in a landfill. 

 
D. Grit Chamber: A 45.5 feet by 45 feet bifurcated, below-grade, reinforced concrete 

aerated grit chamber with concrete walls that extend 4 feet above grade will be located at 
the new Headworks Project.  The grit chamber will be divided to allow half of the 
chamber to be taken out of service for maintenance and will be provided with aerated 
bypass channels to allow the entire chamber to be taken out of service.  In an aerated grit 
chamber system, air is introduced by means of an electric blower, which provides a spiral 
roll in the sewage flow, resulting in the most efficient removal of grit particles.  Two 540-
cubic feet per minute electric centrifugal blowers will be installed, with one functioning 
as standby.  As wastewater flows into the grit chamber, grit particles gradually settle to 
hoppers at the bottom of the tank.  Grit materials include particles of sand, gravel, other 
mineral matter, and organics such as coffee grounds, eggshells, fruit rinds, and seeds. 

 
E. Grit Removal and Dewatering Facilities:  Grit collected at the bottom of the grit chamber 

in hoppers will be pumped to a grit cyclone and classifier located in the grit/screenings 
building.  This equipment will wash, dewater, and then convey the grit to storage in a 
truck roll-off bin prior to disposal in a landfill. 

 
F. Influent Pump Station:  A wet/dry pit reinforced concrete influent pump station will be 

located at the new Headworks project site.  The pump station will be sized to house six 
450-horse power motor-driven influent pumps.  Only three of the six pumps are needed 
during peak flows.  The remaining three pumps will function as standby. 
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G. Odor Control:  Air from beneath the covers within the inlet junction structure, influent 
channels, grit chamber, influent wet well, and grit/screenings building will be 
continuously ventilated to remove the odorous atmosphere and hydrogen sulfide gases.  
The influent junction structure, grit chamber, influent channels, and influent wet well will 
be ventilated at the rate of nine (9) air changes per hour.  The grit/screenings building 
will be ventilated at the rate of seventeen (17) air changes per hour. 

 
H. Emergency Standby Generator:  A diesel fueled 1500 kilowatt-ampere (kVA) emergency 

generator will be located adjacent to the Headworks Project to provide power to the 
critical loads, including the influent pumps, if the Southern California Edison electrical 
feeder fails. This set will be completely enclosed in a metal housing 25 feet in length by 
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 In 1976, the City entered into a contract whereby the Treatment Plant was to be operated by the 
Ventura County Regional Sanitation District.  In 1986, the City cancelled that contract and established an 
organization for direct City operation of the facility.  Following the defeasance of the Prior Obligations, 
OPHRWTA was dissolved. 

 In 1991, the City completed Phase I of the Treatment Plant Expansion Project which included the 
addition of a new secondary treatment system and several improvements to the existing treatment 
processes.  This project increased the Treatment Plant’s design capacity from 22.6 mgd to 31.7 mgd. 

Service Area 

 The Treatment Plant currently serves a population of approximately 225,000 with an average 
flow of about 21 mgd. The following table shows a five-year history of flow through the Treatment Plant, 
broken down according to its four major user groups. 

 

 

[Remainder of Page Intentionally Left Blank] 
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TABLE 2 
OXNARD WASTEWATER TREATMENT PLANT 

AVERAGE DAILY FLOW (MILLIONS OF GALLONS PER DAY) 

 
Year 

 
Oxnard 

Port 
Hueneme 

Naval Base Ventura 
County – Port Hueneme 

Naval Base Ventura 
County – Point Mugu 

 
Total 

1998 17.21 2.25 0.82 0.35 20.63 
1999 17.21 2.28 0.74 0.35 20.58 
2000 17.75 2.46 0.78 0.38 21.37 
2001 18.47 2.32 0.79 0.31 21.89 
2002 18.42 2.01 0.68 0.23 21.34 
2003 18.26 2.38 0.85 0.21 21.70 

     
Source:  City of Oxnard. 

 As of December 31, 2003, the Wastewater System had 33,953 active service accounts, of which 
31,701 were residential, 2,235 were commercial and 17 were industrial.  The following table shows the 
annual growth in the number of the Wastewater System’s active service accounts since 
December 31, 1998. 

TABLE 3 
WASTEWATER SYSTEM 

ACTIVE SERVICE ACCOUNTS 

 
Date 

Residential 
Accounts 

Commercial 
Accounts 

Industrial 
Accounts 

Total 
Accounts 

% 
Increase 

12/31/98 28,425 2,013 21 30,459 -- 
12/31/99 28,826 2,067 18 30,911    1.5% 
12/31/00 29,514 2,097 18 31,629 2.3 
12/31/01 30,304 2,153 18 32,475 2.6 
12/31/02 30,730 2,199 17 32,946 1.4 
12/31/03 31,701 2,235 17 33,953 3.0 

     
Source:  City of Oxnard, Finance and Management Services Department, Billing Division. 
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 The Wastewater System’s thirty largest wastewater customers in order of billing for the twelve-
month period ending December 31, 2003, are listed in the following table: 

TABLE 4 
WASTEWATER SYSTEM 

THIRTY LARGEST CUSTOMERS BY ORDER OF BILLING 
FOR TWELVE-MONTH PERIOD ENDING DECEMBER 31, 2003 

Customer 
   Name    

Twelve-Month Billing 
Through December 31, 2003 

Procter & Gamble Paper Products  $1,230,468.34 
City of Port Hueneme (Regional User)      902,877.54 
Construction Batallion (Regional User)      277,387.41 
Boskovich Farms      222,921.12 
Willamette Industries      200,493.43 
Birds Eye Foods      175,672.97 
Gills Onions      158,022.64 
Frozsun Foods        106,600.26 
Point Magu (Regional Sewer)        103,035.98 
St. John’s Hospital        99,479.58 
Santa Clara Wastewater        86,859.52 
J. M. Smucker        83,670.15 
Youth Correctional Facility        81,690.57 
Maple Leaf Bakery        44,442.97 
Saticoy Lemon Association       41,633.13 
Royal Duke MHP        41,274.00 
Meadowlake Mobile Park        35,023.78 
E. F. Oxnard 34,954.06 
Imperial Oxnard MHP        34,038.00 
Oxnard Lemon        33,871.41 
Oxnard Shores        33,110.22 
Riveroaks LLC        30,320.15 
Mission Linen        30,033.50 
Dandy Cooling         29,305.67 
Royal Palms MHP        28,422.44 
Lois Bromberger        23,574.88 
Pleasant Valley Hospital        23,117.57 
Terminal Freezers        22,513.61 
K. W. Rancho Ellen Association, LLC        22,417.92 
Seminis Inc.        20,171.01 

     
Source:  City of Oxnard, Finance and Management Services Department, Billing Division. 

Sources of Wastewater System Revenues 

 The Wastewater System has two main sources of revenues:  (i) monthly wastewater user charges 
billed and paid according to separate rate schedules for residential, commercial and industrial accounts 
and (ii) wastewater connection fees billed and paid prior to the issuance of any building permit for the 
construction of new residential, commercial or industrial structures in the City. 

Wastewater Rates and Charges 

 The Wastewater System’s monthly wastewater usage rates and charges are adopted annually by 
the City Council of the City prior to the commencement of each fiscal year and are not subject to review 
by any state or local governmental agency.  Residential usage rates are levied on the basis of a flat 
monthly fee, currently $22.76 per month for single family detached residential units as adopted by the 
City Council of the City for fiscal year 2003-04.  This figure represents an increase of four percent (4%) 
over the monthly rate that was approved for fiscal year 2001-02.  The City has approved additional 
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increases of four (4%) for fiscal year 2004-05 and five percent (5%) for fiscal year 2005-06.  These 
increased were deemed to be necessary by the City for the funding of the Redwood Trunk Sewer and 
Headworks Projects. 

 Commercial usage rates are based on metered water use with a different rate per unit of flow 
applied to the three categories of commercial users:  regular commercial, restaurant commercial and 
laundry commercial.  The flow rates approved by the City Council for fiscal year 2003-04 for each of 
these three categories of commercial users were increased by 4% over those adopted for fiscal year 2001-
02.  Each of the Wastewater System’s 20 industrial wastewater formula users is monitored individually 
for its usage and billed separately for its flow and its concentrates (Biological Oxygen Demand (“BOD”) 
and Suspended Solids (“SS”)).  These rates were increased by 4%, respectively, by the City Council for 
fiscal year 2003-04. 

 The following table summarizes the City’s fiscal year 2003-04 monthly wastewater usage rate 
structure for the Wastewater System’s commercial and industrial customers: 

TABLE 5 
CITY OF OXNARD MONTHLY WASTEWATER USAGE RATES 

COMMERCIAL AND INDUSTRIAL CUSTOMERS 

COMMERCIAL/INDUSTRIAL 

Category  Rate (Per 100 Cubic Feet of Flow) 

Regular Commercial $1.902 
Restaurant Commercial   3.015 
Laundry Commercial   1.974 

INDUSTRIAL FORMULA 

Category   Rate 

Flow Rate $1,633.544 per Million Gallons 
BOD Rate   227.974 per Thousand Pounds 
SS Rate   314.695 per Thousand Pounds 

     
Source:  City of Oxnard, Public Works Department. 
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 The following table shows the history of monthly wastewater usage rates from fiscal year 1987-
88 to fiscal year 2005-06 for single family detached-unit residential customers in Oxnard: 

TABLE 6 
CITY OF OXNARD MONTHLY WASTEWATER USAGE RATES FOR 

SINGLE FAMILY DETACHED-UNIT RESIDENTIAL CUSTOMERS 
FISCAL YEARS 1987-88 TO 2005-06 

 Fiscal Year        Monthly Usage Rate 
 1987-88 $11.93 
 1988-89 13.13 
 1989-90 14.03 
 1990-91 15.02 
 1991-92 17.44 
 1992-93 20.86 
 1993-94 20.94 (1) 
 1994-95 20.64 
 1995-96 20.64 
 1996-97 20.64 
 1997-98 20.64 
 1998-99 20.64 
 1999-00 20.64 
 2000-01 20.64 
 2001-02 21.88 
 2002-03 21.88 
 2003-04 22.76 
 2004-05 23.67 
 2005-06 24.85 

     
(1) Rate changed from 20.94 to 20.64 in January 1994. 
Source:  City of Oxnard, Public Works Department. 

 The following table shows how the City’s 2003-04 monthly wastewater usage rate for single 
family detached-unit residential customers compared with the monthly rates of some of its neighboring 
cities as of September 30, 2003: 

TABLE 7 
WASTEWATER SYSTEM 

COMPARABLE MONTHLY WASTEWATER USAGE RATES FOR 
AVERAGE SINGLE FAMILY DETACHED-UNIT RESIDENTIAL CUSTOMER 

City Rate 
Camarillo $21.08 
Ojai   32.88 
Oxnard   22.76 
Port Hueneme   16.50 
Santa Paula     19.30 
Simi Valley   20.50 
Thousand Oaks   24.15 
Ventura           12.07 to 25.75 (1) 

     
(1) The City of Ventura charges rates based upon the following six tiers: 
Tier 1 - $12.07, Tier 2 - $14.81, Tier 3 - $17.55, Tier 4 - $20.28, Tier 5 - $23.01, Tier 6 - $25.75. 
Source:  City of Oxnard, Public Works Department. 
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 The City attributes the fact that its rate for the average residential customer is higher than the 
comparable rates in its neighboring cities to two things:  (i) the cost of capital improvements to the 
Wastewater System’s facilities, including the Treatment Plant, and (ii) the higher operating expenses 
incurred by the City resulting from the relatively flat terrain in the Wastewater System’s service area 
which makes frequent sewer cleaning and the use of pump stations necessary. 

Wastewater Connection Fees 

 The City Council of the City also periodically establishes wastewater connection fees which are 
also not subject to review by any state or local government agency.  These fees consist of a wastewater 
treatment plant component (Treatment Facility Related Infrastructure Fee) and a wastewater conveyance 
system component (Conveyance Facility Related Connection Fee).  By Ordinance No. 2260 adopted on 
October 15, 1991 and effective December 14, 1991, the City Council adopted the following schedule of 
wastewater connection fees, which have not been revised since their effective date: 

TABLE 8 
WASTEWATER SYSTEM 

SCHEDULE OF CONNECTION FEES 

METER EQUIVALENCY FACTORS 

 Meter Size Meter Equivalency Factor 

5/8”, 3/4” 1 
1” 2 

1-1/2” 3 
2” 5 
3” 11 
4” 17 
6” 33 
8” 53 

10” 113 
12” 180 

A. Treatment Facility Related Infrastructure Fee shall be paid which shall be the sum of the Flow, Biological 
Oxygen Demand (BOD) and Suspended Solid (SS) charges, based upon the following schedule: 

1. Flow Charges (Utilizing Equivalency Factors for Water Meter Size) 

  Volume       Rate 
 All Users Meter Equivalency X   $1,100.00 

2. Biological Oxygen Demand (BOD) Charges (Utilizing Equivalency Factors for Strength and Meter Size) 

 Strength Rate 
Detached Single Family Residential 1 X Meter Equiv.  Factor X $835.00 
Commercial:   
 Other 1 X Meter Equiv.  Factor X $835.00 
 Laundries 1.6 X Meter Equiv.  Factor X $835.00 
 Restaurants 2 X Meter Equiv.  Factor X $835.00 
 Industrial 2 X Meter Equiv.  Factor X $835.00 
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3. Suspended Solids (SS) Charges (Utilizing Equivalency Factors For Strength and Meter Size) 

 Strength Rate 
Detached Single Family Residential 1 X Meter Equiv.  Factor X $633.00 
Commercial:   
 Regular 1.3 X Meter Equiv.  Factor X $633.00 
 Laundries 1 X Meter Equiv.  Factor X $633.00 
 Restaurants 3.2 X Meter Equiv.  Factor X $633.00 
 Industrial 3.4 X Meter Equiv.  Factor X $633.00 
 

4. Meter Equivalency Factors for Residential Other Than Detached Single Family Dwellings for Which a 
Common Meter is Permissible 

 For residential units which can be serviced with a common meter, the fees shall be according to an average 
occupancy factor as follows. 

 Mobile Home Parks - 1.9/3.3 X number of mobile home spaces plus equivalency factor for meter that would be 
required for common facilities that require wastewater service. 

 Apartments - 2.4/3.3 X number of service connections plus equivalency factor for meter that would be required 
for common facilities that require wastewater service. 

B. In addition to the above, the Conveyance Facility Related Connection Fee shall be charged as follows: 

 For All Connections 

 For any connection to the wastewater conveyance system, the fee shall be determined by the size of the water 
meter needed to serve the development, based on a charge of $971.00 per water meter equivalency factor as 
described in Section A and as noted below for all but mobile homes, and apartments: 

 Meter Equivalency Factors for Residential Other than Detached Single-Family Dwellings for Which a 
Common Meter is Permissible 

 For residential units which can be serviced with a common meter the fees shall be according to a calculated 
factor as follows. 

 Mobile Home Parks - 1.9/3.3 X number of mobile home spaces plus equivalency factor for meter that would be 
required for common facilities that require wastewater service. 

 Apartments - 2.4/3.3 X number of service connections plus equivalency factor for meter that would be required 
for common facilities that require wastewater service. 

     
Source:  City of Oxnard, Public Works Department. 

 In accordance with the above schedule, the wastewater connection fee for a detached single 
family residential dwelling unit would be computed as follows: 

Treatment Related Infrastructure Fee           Fee 
Flow Component $1,100.00 
BOD Component   835.00 
SS Component   633.00 
 Total $2,568.00 
Conveyance Facility Related Infrastructure Fee    971.00 
 TOTAL WASTEWATER CONNECTION FEE $3,539.00 
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Actual and Projected Operating Results 

 The table below shows a three-year historical summary of the Wastewater System’s operating results for fiscal years 2000-01, 2001-02. and 2002-03, 
together with the projected figures for fiscal years 2003-04 through 2007-08: 

TABLE 9 
CITY OF OXNARD 

WASTEWATER SYSTEM 
HISTORICAL AND PROJECTED DEBT SERVICE COVERAGE 

FISCAL YEAR (Actual) 
2000-01 

(Actual) 
2001-02 

(Actual) (1) 
2002-03 

(Projected) (2) 
2003-04 

(Projected) 
2004-05 

(Projected) 
2005-06 

(Projected) 
2006-07 

(Projected) 
2007-08 

OPERATING REVENUES         
Charges for Services (3) $17,071,823 $17,560,149 $18,274,736 $19,515,459  $20,840,418  $22,469,326  $23,071,953  $23,690,743  
Connection Fees/Development Fees (4) 3,469,582 2,536,389 4,730,426 4,616,057  4,739,860  4,866,983  4,997,515  5,131,549  
Interest Income  1,182,348 1,171,437 1,384,556 1,398,402  1,412,386  1,426,509  1,440,775  1,455,182  
Other Revenues (5)  700,766 476,977 190,423 192,327  194,250  196,193  198,154  200,136  
  Total Operating Revenues  $22,424,519 $21,744,952 $24,580,140  $25,722,244  $27,186,913  $28,959,010  $29,708,397  $30,477,610  
         
OPERATING EXPENSES (6)  $15,045,301 $15,177,123 $16,505,855  $16,835,972  $17,172,692  $17,516,145  $17,866,468  $18,223,798  
(Less:  Depreciation)  (2,454,201) (3,729,002) (3,803,498) (3,746,345) (3,755,710) (3,765,100) (3,774,512) (3,783,949) 
  Total Operating Expenses  $12,591,100 $11,448,121 $12,702,357 $13,089,628  $13,416,981  $13,751,046  $14,091,956  $14,439,849  
         
NET REVENUES (7)  $9,833,419 $10,296,831 $11,877,783 $12,632,616  $13,769,932  $15,207,965  $15,616,441  $16,037,761  
         
ANNUAL DEBT SERVICE         
(A) Series 1993 Bonds (8)  $4,412,598 $4,409,278 $1,194,976 -- -- -- -- -- 
(B) Series 2003 Refunding Bonds -- -- 2,130,619 $3,667,613 $3,667,613 $3,670,013 $3,667,613 $3,666,613 
(C) Series 2004 New Money Bonds -- -- -- --  3,951,242 5,189,692 5,402,940 5,407,042 
 Fixed Rate Portion -- -- -- --  2,886,956 4,087,725 4,087,725 4,087,725 
 Variable Rate Portion (9) -- -- -- -- 1,064,287 1,101,967 1,315,215 1,319,317 
(A+B+C) Total Annual Debt Service (10)  $4,412,598 $4,409,278 $3,325,595 $3,667,613 $7,618,855 $8,859,704 $9,070,552 $9,073,654 
  

       
DEBT SERVICE COVERAGE RATIO (11) 2.23 2.34 3.57 3.44 1.81 1.72  1.72 1.77 
 
Source:  City of Oxnard Finance Department 

 
 

     

(1) Amounts shown represent unadjusted actual numbers for FY 2002-03.  
(2) Figures based on projected actual results, which differ from conservatively budgeted figures as shown in Table 10.  
(3) Based on preliminary revenue projections assuming recent rate increases (through FY 2005-06) and 3% annual growth in usage.  
(4) Based on anticipated revenues collected from developments resulting from projected 3% annual growth. 
(5) “Other Revenues” include income derived from rents, payment penalties, damage reimbursements, and pro-rata debt service payments received from the City of Port Hueneme for the Series 1993 

Bonds (through FY 2003-04).  Such Other Revenues for FY 2003-04 through FY 2007-08 are projected to increase annually by 1%. 

 

(6) Amounts shown for FY 2003-04 through FY 2007-08 are projected to increase annually by 2%.  
(7) Amounts shown for FY 2000-01 through FY 2002-03 represent “Net System Revenues” available to pay debt service on the Series 1993 Bonds under the 1993 Installment Purchase Agreement.  

Amounts shown for FY 2003-04 through FY 2007-08 represent “Net System Revenues” available to pay debt service on the Bonds under the Installment Purchase Agreement. 
 

(8) Debt service payments owed on the Series 1993 Bonds through December 1, 2002.  The Series 1993 Bonds were called in full and defeased on June 1, 2003. 
(9) Calculated assuming issuance of Additional Obligations totaling $15,695,000 with a 6.00% interest rate. 
(10) Totals may not add due to rounding. 
(11) The debt service coverage ratio is calculated by dividing net revenues by the total annual debt service.  The debt service coverage ratio does  not take into consideration the balance in the 

Wastewater Revenue Fund for purposes of satisfaction of the City’s rate covenant. 
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Fiscal Year 2003-2004 Wastewater System Budget 

 The City Council of the City has adopted a budget for the Wastewater System for fiscal year 
2003-2004.  The summary totals of that budget, broken down according to the Wastewater Conveyance 
Fund and the Wastewater Treatment Plant Fund, are as follows: 

TABLE 10 
CITY OF OXNARD 

WASTEWATER SYSTEM 
FISCAL YEAR 2003-04 BUDGET SUMMARY 

 
 

Classification 

Wastewater 
Conveyance 

Fund 

Wastewater 
Treatment Plant 

Fund 

 
Debt Service 

Fund 

 
 

Total System 
REVENUES     
Charges to Users $4,936,386 $11,607,691  $16,544,077 
Connection Fees 812,155 1,880,000  2,692,155 
Earned Interest 600,000 300,000  900,000 
Other Revenue 590,000 200,000 $    98,748 888,748 
Transfer Out (3,568,865)  (3,568,865)
Transfer In 3,568,865 3,568,865 
Subtotal 6,938,541 $10,418,826 3,667,613 21,024,980 
Transfer to Retained Earnings (746,345) (362,185)  (1,108,530)
Total Revenues $6,192,196 $10,056,641 $3,667,613 $19,916,450 
     
EXPENDITURES     
Salaries & Benefits $1,570,726 $ 3,233,660  $ 4,804,386 
Services & Supplies 2,436,220 5,707,981  8,144,201 
Developer Reimbursement 220,250       220,250 
Capital Outlay 40,000       40,000 
Debt Service (1)       $3,667,613 3,667,613 
Subtotal 4,267,196 8,941,641 3,667,613 16,876,450 
Capital Improvements 1,925,000 1,115,000      3,040,000 
Total Expenditures (2) $6,192,196 $10,056,641 $3,667,613 $19,916,450 
    
Source:  City of Oxnard, Public Works Department. 
(1)  Reflects budgeted debt service for 1993 Bonds, without taking into account the issuance of the Bonds. 
(2)  See Footnote 6 on Table 9. 

Outstanding Debt 

 Upon the issuance of the Bonds, the outstanding Obligations will be comprised of the Bonds and 
the Refunding Bonds.  All Obligations are secured by a parity lien on Net System Revenues.  Upon the 
issuance of the Bonds, there will be no outstanding obligations of the City or the Authority secured by a 
lien on Net System Revenues that is senior to the lien securing the Obligations.  See “SECURITY FOR 
THE BONDS – Net System Revenues” herein. 

Plans For Future Indebtedness and Rate Increases 

 Except for the Pending Additional Obligations, the City has no current plans to incur additional 
indebtedness in connection with its obligations to maintain and operate the Wastewater System.  There 
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can be no assurance, however, that the City will not approve and incur Additional Obligations (in addition 
to the Pending Additional Obligations) in the future, subject to the limitations described herein.  See 
“SECURITY FOR THE BONDS – Limitations Regarding Additional Obligations,” “RISK FACTORS – 
Pending Additional Obligations,” and “THE PROJECT” herein. 

 The City is currently exploring the ramifications of increasing wastewater connection fees to 
accommodate future user connections.  There can be no assurance that such increases will be 
implemented.  The City has represented, however, that current wastewater rates are adequate to generate 
sufficient revenues to pay debt service with respect to the Bonds and that a failure to implement such 
increases will not adversely affect the City’s ability to pay such debt service. 

TAX MATTERS 

Bond Counsel Opinions 

 In the opinion of Pillsbury Winthrop LLP, Los Angeles, California, Bond Counsel, based upon an 
analysis of existing laws, regulations, rulings and judicial decisions, interest on the Bonds is excludable 
from gross income for federal income tax purposes and is exempt from State of California personal 
income taxes.  Bond Counsel is further of the opinion that interest on the Bonds is not a specific 
preference item for purposes of the federal individual or corporate alternative minimum taxes.  However, 
Bond Counsel observes that such interest is included in adjusted current earnings in calculating corporate 
alternative minimum taxable income.  The foregoing opinion of Bond Counsel will be rendered in an 
opinion letter, the proposed forms of which is set forth in Appendix D hereto and will accompany the 
Bonds. 

 The Internal Revenue Code of 1986, as amended (the “Code”) imposes various restriction, 
conditions and requirements relating to the exclusion from gross income for federal income tax purposes 
of interest received by persons such as the Owners of the Bonds.  The City and the Authority have 
covenanted to comply with certain restrictions designed to assure that interest on the Bonds will not be 
included in gross income for federal income tax purposes.  Failure to comply with those covenants may 
result in interest on the Bonds being included in gross income for federal income tax purposes, possibly 
from the date of issuance of the Bonds.  The opinion of Bond Counsel assumes compliance with those 
covenants.  Bond Counsel has not undertaken to determine (or to inform any person) whether any actions 
taken (or not taken) or events occurring (or not occurring) after the date of issuance of the Bonds may 
affect the tax status of interest on the Bonds. 

Certain requirements and procedures contained or referred to in the Indenture, the Installment 
Purchase Agreement and other relevant documents may be changed and certain actions (including, 
without limitation, defeasance of the Bonds) may be taken or omitted under the circumstances and subject 
to the terms and conditions set forth in such documents, upon the advice or with the approving opinion of 
nationally recognized bond counsel.  Bond Counsel expresses no opinion as to any Bond or the interest 
thereon if any such change occurs or action is taken upon the advice or approval of bond counsel other 
than Bond Counsel. 

Bond Counsel has not undertaken to advise in the future whether any events after the date of 
issuance of the Bonds may affect the federal or state tax status of interest on the Bonds or the tax 
consequences of ownership of the Bonds.  No assurance can be given that future legislation, including 
amendments to the Code or interpretations thereof, if enacted into law, will not contain provisions, which 
could directly or indirectly reduce the benefit of the excludability of the interest on the Bonds from gross 
income for federal income tax purposes. 
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Although Bond Counsel has rendered an opinion that interest on the Bonds is excluded from 
gross income for federal and California State personal income tax purposes, an Owner’s federal and State 
tax liability may otherwise be affected by the ownership or disposition of the Bonds.  The nature and 
extent of these other tax consequences will depend upon the Owner’s other items of income or deduction.  
Without limiting the generality of the foregoing, prospective purchasers of the Bonds should be aware 
that: (i) Section 265 of the Code denies a deduction for interest on indebtedness incurred or continued to 
purchase or carry the Bonds, or in the case of a financial institution, that portion of a holder's interest 
expense allocated to interest on the Bonds; (ii) with respect to insurance companies subject to the tax 
imposed by Section 831 of the Code, Section 832(b)(5)(B)(i) reduces the deduction for loss reserves by 
15% of the sum of certain items, including interest on the Bonds; (iii); with respect to life insurance 
companies, life insurance company taxable income subject to the tax imposed by Section 801 of the Code 
is determined by permitting deductions for certain dividends received but not to the extent such dividend 
is from a non-insurance corporation and is out of tax-exempt interest, including interest on the Bonds; 
(iv) interest on the Bonds earned by certain foreign corporations doing business in the United States could 
be subject to a branch profits tax imposed by Section 884 of the Code; (v) passive investment income, 
including interest on the Bonds, may be subject to federal income taxation under Section 1375 of the 
Code for Subchapter S corporations that have Subchapter C earnings and profits at the close of the taxable 
year if greater than 25% of the gross receipts of such Subchapter S corporation is passive investment 
income; (vi) Section 86 of the Code requires recipients of certain Social Security and certain Railroad 
Retirement benefits to take into account, in determining the taxability of such benefits, receipts or 
accruals of interest on the Bonds; and (vii) under Section 32(i) of the Code, receipt of investment income, 
including interest on the Bonds, may disqualify the recipient thereof from obtaining the earned income 
credit.  Bond Counsel has expressed no opinion regarding any such other tax consequences. Accordingly, 
before purchasing any of the Bonds, all potential purchasers should consult their tax advisors concerning 
collateral tax consequences with respect to the Bonds. 

Risk of Audit by Internal Revenue Service 

The Internal Revenue Service (the “Service”) has an ongoing program of auditing tax-exempt 
obligations to determine whether, in the view of the Service, interest on such tax-exempt obligations is 
includable in the gross income of the Owners thereof for federal income tax purposes.  No assurances can 
be given as to whether or not the Service will commence an audit of the Bonds. If an audit is commenced, 
under current procedures the Service is likely to treat the Authority as the taxpayer and the Owners of the 
Bonds may have no right to participate in such procedure.  

Bond Counsel’s opinion represents its legal judgment based upon its review of existing law, 
regulations, rulings, judicial decisions, and other authorities, and upon the covenants and representations 
of the parties and such other facts as it has deemed relevant to render such opinion, and is not a guarantee 
of a result.  Neither the Underwriter nor Bond Counsel is obligated to defend the tax-exempt status of the 
Bonds.  Neither the Authority, Bond Counsel, nor the Underwriter is responsible to pay or reimburse the 
costs of any Owner with respect to any audit or litigation relating to the Bonds. 

Original Issue Discount/Premium 

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at 
maturity of such Bonds (excluding amounts stated to be interest and payable at least annually over the 
term of such Bonds), the difference constitutes “original issue discount,” the accrual of which, to the 
extent properly allocable to each Owner thereof, is treated as interest on the Bonds which is excluded 
from gross income for federal income tax purposes.  For this purpose, the issue price of a particular 
maturity of the Bonds is the first price at which a substantial amount of such maturity of the Bonds is sold 
to the public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of 
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underwriters, placement agents or wholesalers).  The original issue discount with respect to any maturity 
of the Bonds accrues daily over the term to maturity of such Bonds on the basis of a constant interest rate 
compounded semiannually (with straight-line interpolations between compounding dates).  The accruing 
original issue discount is added to the adjusted basis of such Bonds to determine taxable gain or loss upon 
disposition (including sale, redemption, or payment on maturity) of such Bonds.  Owners of the Bonds 
should consult their own tax advisors with respect to the tax consequences of ownership of Bonds with 
original issue discount, including the treatment of purchasers who do not purchase such Bonds in the 
original offering to the public at the first price at which a substantial amount of such Bonds is sold to the 
public. 

Bonds purchased, whether at original issuance or otherwise, for an amount higher than their 
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will 
be treated as having amortizable bond premium.  No deduction is allowable for the amortizable bond 
premium in the case of bonds, like Premium Bonds, the interest on which is excluded from gross income 
for federal income tax purposes.  However, the amount of tax-exempt interest received, and a purchaser’s 
basis in a Premium Bond, will be reduced by the amount of amortizable bond premium properly allocable 
to such purchaser.  Owners of Premium Bonds should consult their own tax advisors with respect to the 
proper treatment of amortizable bond premium in their particular circumstances. 

RATINGS 

 Standard & Poor’s Ratings Services, a Division of The McGraw-Hill Companies (“S&P”) has 
assigned its municipal bond rating of “AAA” to the Bonds based on the issuance of the Bond Insurance 
Policy by the Bond Insurer.  In addition, S&P has assigned an underlying municipal bond rating of “A+” 
to the Bonds.  There is no assurance that any such ratings will be in effect for any given period of time or 
that it will not be revised downward or withdrawn entirely by the applicable rating agency if, in the 
judgment of such agency, circumstances so warrant.  Any such downward revision or withdrawal may 
have an adverse effect on the market price of the Bonds.  Such ratings reflect only the views of the rating 
agency and an explanation of the significance of any rating may be obtained only from the rating agency 
furnishing the same. 

CONTINUING DISCLOSURE 

 With respect to the Bonds, the Authority will covenant in the Continuing Disclosure Agreement 
to provide certain financial information and operating data relating to the City and the Authority and 
notices of certain events, if material.  Such information and notices will be filed by the Authority with 
certain Nationally Recognized Municipal Securities Repositories.  The specific nature of the information 
to be provided is set forth in the Continuing Disclosure Agreement, a form of which is attached hereto as 
Appendix E.  This covenant has been made in order to assist the Underwriter in complying with Securities 
and Exchange Commission Rule 15c2-12(b)(5), as amended.  The Authority has never failed to provide 
any previous continuing disclosure or notices of material events.  See “APPENDIX E – Form of 
Continuing Disclosure Agreement” herein. 

UNDERWRITING 

 The Bonds are being purchased by E. J. De La Rosa & Co., Inc. (the “Underwriter”). The 
Underwriter has agreed to purchase the Bonds at a price of $79,312,173.10 (which represents the 
aggregate principal amount of the Bonds, less an Underwriter’s discount of $364,000.00, less a net 
original issue discount of $323,826.90). 
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 The contract of purchase pursuant to which the Bonds are being purchased by the Underwriter 
provides that the Underwriter will purchase all of the Bonds if any are purchased.  The obligation of the 
Underwriter to make such purchase is subject to certain terms and conditions set forth in the respective 
contracts of purchase. 

 The Underwriter may offer and sell the Bonds to certain dealers and others at prices or yields 
different from the prices or yields stated on the cover page of this Official Statement.  In addition, the 
offering prices or yields may be changed from time to time by the Underwriters. 

 Although the Underwriter expects to maintain a secondary market in the Bonds after the initial 
offering, no guarantee can be made that such a market will develop or be maintained by the Underwriter 
or others. 

LITIGATION 

 The City and the Authority will certify, and the City Attorney will render opinions on behalf of 
the City and the Authority upon the issuance of the Bonds to the effect that, there is no action, suit or 
proceeding known to the City or the Authority to be pending or threatened, restraining or enjoining the 
execution or delivery of the Bonds, the Installment Purchase Agreement or the Indenture or in any way 
contesting or affecting the validity of the foregoing or any proceeding of the City or the Authority taken 
with respect to any of the foregoing or that will materially adversely affect the City’s ability to pay 
Installment Payments when due. 

CERTAIN LEGAL MATTERS 

 Pillsbury Winthrop LLP, Los Angeles, California, Bond Counsel, will render an opinion with 
respect to the Bonds in substantially the form set forth in Appendix D hereto.  Copies of such opinion will 
be furnished to the Underwriter at the time of delivery of the Bonds.  Certain legal matters will be passed 
upon for the City and the Authority by the City Attorney and by Disclosure Counsel, Pillsbury Winthrop 
LLP, Los Angeles, California. 

MISCELLANEOUS 

 The purpose of this Official Statement is to supply information to prospective buyers of the 
Bonds.  Quotations from and summaries and explanations of the Bonds and other documents contained 
herein do not purport to be complete and reference is made to said documents for full and complete 
statements of their provisions. 

 Appropriate City and Authority officials, acting in their official capacity, have reviewed this 
Official Statement and have determined that as of the date thereof the information contained herein is, to 
the best of their knowledge and belief, true and correct in all material respects and does not contain an 
untrue statement of a material fact or omit to state a material fact necessary in order to make the 
statements made, in the light of the circumstances under which they were made, not misleading.  The 
appropriate City and Authority officials will execute a Certificate to this effect upon delivery of the Bonds. 
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 This Official Statement and its distribution have been duly authorized and approved by the City 
and the Authority. 

CITY OF OXNARD FINANCING AUTHORITY 

 
By: /s/  Stan Kleinman     
 Controller 
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APPENDIX A 

SUMMARY OF CERTAIN PROVISIONS OF 
PRINCIPAL LEGAL DOCUMENTS 

The following is a brief summary of certain provisions of the principal legal documents relating 
to the issuance of the Bonds, including the Indenture, the Installment Purchase Agreement, the Sale 
Agreement, and the Agency Agreement.  This summary does not purport to be complete and is qualified in 
its entirety by reference to said documents. 

SELECTED DEFINITIONS 

“Annual Debt Service” means, for any Bond Year, the sum of (1) the interest payable on all 
Outstanding Bonds in such Bond Year, assuming that all Outstanding serial Bonds are retired as 
scheduled and that all Outstanding term Bonds, if any, are redeemed or paid from sinking fund payments 
as scheduled (except to the extent that such interest is to be paid from the proceeds of the sale of any 
Bonds), and (2) the principal amount of all Outstanding Bonds maturing by their terms in such Bond Year. 

“Authority” means the City of Oxnard Financing Authority, a joint exercise of powers entity duly 
organized and existing under and by virtue of the laws of the State of California. 

“Authority Fiscal Year” means the fiscal year of the Authority which, as of the date of the 
Indenture, is the period from July 1 to and including the following June 30. 

“Authorized Denominations” means $5,000 and any integral multiple thereof. 

“Average Annual Debt Service” means the amount determined by dividing the sum of all Annual 
Debt Service amounts due in each of the Bond Years following the date of such calculation by the number 
of such Bond Years. 

“Beneficial Owners” means those individuals, partnerships, corporations, or other entities for 
which the Participants have caused the Depository to hold Book-Entry Bonds. 

“Bond Insurance Policy” means the municipal bond new issue insurance policy issued by the 
Bond Insurer that guarantees payment of the principal of and interest on the Bonds. 

“Bond Insurer” means Financial Guaranty Insurance Company, doing business in California as 
FGIC Insurance Company, a New York stock insurance company, or any successor thereto. 

“Bond Year” means the period of twelve consecutive months commencing on June 2 and ending 
on June 1 in any year during which Bonds are or will be Outstanding; provided, however, that the first 
Bond Year shall commence on the Closing Date and end on June 1, 2005, and that the final Bond Year 
shall end on the date on which the Bonds are fully paid or redeemed. 

“Book-Entry Bonds” means the Bonds registered in the name of the nominee of DTC, or any 
successor securities depository for the Bonds, as the registered owner thereof pursuant to the terms and 
provisions of the Indenture. 

“Business Day” means any day other than (1) a Saturday, Sunday, or a day on which banking 
institutions in the State or in the city in which the principal office of the Trustee or the Bond Insurer is 
located are authorized or obligated by law or executive order to be closed, or (2) a day on which the New 
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York Stock Exchange is authorized or obligated by law or executive order to be closed.  If the date for 
making any payment or the last date for performance of any act or the exercising of any right, as provided 
in the Indenture, shall not be a Business Day, such payment may be made or act performed or right 
exercised on the next succeeding Business Day, with the same force and effect as if done on the nominal 
date provided in the Indenture, and, unless otherwise specifically provided in the Indenture, no interest 
shall accrue for the period from and after such nominal date. 

“Capitalized Interest Account” means the account by that name within the Payment Fund 
established pursuant to the Indenture. 

“Certificate of the Authority” means an instrument in writing signed by the Chairman, the Vice 
Chairman, the Secretary, or the Controller of the Authority, or by any other officer of the Authority duly 
authorized for that purpose. 

“Closing Date” means the date of delivery of the Bonds. 

“Code” means the Internal Revenue Code of 1986, as amended. 

“Computation Year” means with respect to the Bonds the period beginning on the Closing Date 
and ending on June 1, 2005, and thereafter each successive twelve month period commencing on the 
following June 2 and ending on the following June 1. 

“Consultant” means the consultant, consulting firm, engineer, architect, engineering firm, 
architectural firm, accountant, or accounting firm retained by the City to perform the acts and carry out 
the duties provided for such consultant in the Installment Purchase Agreement.  Such consultant, 
consulting firm, engineer, architect, engineering firm, architectural firm, accountant, or accounting firm 
shall be recognized within its profession for work of the character required. 

“Costs of Issuance” means all items of expense directly or indirectly payable by or reimbursable 
to the City or the Authority relating to the issuance, sale, and delivery of the Bonds and the execution and 
delivery of the Installment Purchase Agreement, the Sale Agreement, the Agency Agreement, the 
Continuing Disclosure Agreement, the Indenture, and the preliminary and final official statements 
pertaining to the Bonds, including administrative fees, filing and recording costs, settlement costs, 
printing costs, reproduction and binding costs, initial fees and charges of the Trustee (including legal fees), 
financing discounts, legal fees and charges, insurance fees and charges, financial and other professional 
consultant fees, costs of rating agencies or credit ratings, fees for transportation and safekeeping of the 
Bonds, and charges and fees in connection with the foregoing. 

“Costs of Issuance Fund” means the fund by that name established pursuant to the Indenture. 

“DTC” means The Depository Trust Company, New York, New York, and its successors and 
assigns. 

“Event of Default” has the meaning given to such term in the Indenture. 

“Independent Counsel” means an attorney or firm of attorneys of recognized national standing in 
the field of municipal finance selected by the Authority or the City. 

“Mandatory Sinking Account Payment” means the principal amount of Bonds required to be paid 
on each applicable June 1 pursuant to the Indenture. 



 

A-3 

“Mandatory Sinking Account Payment Date” means June 1 of each year commencing in 2027 
and terminating in 2034. 

“Maximum Annual Debt Service” means the maximum Annual Debt Service for any Bond Year 
prior to the maturity of the Bonds. 

“Moody’s” means Moody’s Investors Service and its successors and assigns. 

“Outstanding,” when used as of any particular time with reference to Bonds, means (subject to 
the provisions of the Indenture) all Bonds theretofore or thereupon executed by the Authority and 
authenticated and delivered by the Trustee pursuant hereto (including Bonds, the principal of and interest 
on which has been paid by the Bond Insurer pursuant to the Bond Insurance Policy), except -- 

(A) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for cancellation; 

(B) Bonds paid or deemed to have been paid within the meaning of the Indenture; and 

(C) Bonds in lieu of or in substitution for which other Bonds shall have been executed by the 
Authority and authenticated and delivered pursuant hereto. 

Notwithstanding anything in the Indenture to the contrary, in the event that the principal and/or 
interest due with respect to the Bonds shall be paid by the Bond Insurer pursuant to the Bond Insurance 
Policy, the Bonds shall remain Outstanding for all purposes, not be defeased or otherwise satisfied, and 
not be considered paid by the Authority. 

“Owner” means the registered owner, as indicated in the Bond Register, of any Bond. 

“Participant” means each broker-dealer, bank, and other financial institution from time to time for 
which the Depository holds Book-Entry Bonds as securities depository. 

“Participating Underwriter” has the meaning ascribed thereto in the Continuing Disclosure 
Agreement. 

“Payment Fund” means the fund by that name established pursuant to the Indenture. 

“Permitted Investments” means any of the following to the extent then permitted by law and the 
Indenture: 

(1) Direct obligations of the United States of America and securities fully and 
unconditionally guaranteed as to the timely payment of principal and interest by the United States of 
America (“U.S. Government Securities”). 

 (2) Direct obligations∗ of the following federal agencies which are fully guaranteed by the 
full faith and credit of the United States of America: 

                                                 
∗ The following are explicitly excluded from the securities enumerated in clauses 2 and 3: 

(i) All derivative obligations, including without limitation inverse floaters, residuals, interest-only, principal-
only and range notes; 

(ii) Obligations that have a possibility of returning a zero or negative yield if held to maturity; 
(iii) Obligations that do not have a fixed par value or those whose terms do not promise a fixed dollar amount at 

maturity or call date; and 
(iv) Collateralized Mortgage-Backed Obligations. 
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 (a) Export-Import Bank of the United States - Direct obligations and fully 
guaranteed certificates of beneficial interest 

 (b) Federal Housing Administration - debentures 

 (c) General Services Administration - participation certificates 

 (d) Government National Mortgage Association (“GNMAs”) - guaranteed mortgage-
backed securities and guaranteed participation certificates 

 (e) Small Business Administration - guaranteed participation certificates and 
guaranteed pool certificates 

 (f) U.S. Department of Housing & Urban Development - local authority bonds 

 (g) U.S. Maritime Administration - guaranteed Title XI financings 

 (h) Washington Metropolitan Area Transit Authority - guaranteed transit bonds 

 (3) Direct obligations* of the following federal agencies which are not fully guaranteed by 
the faith and credit of the United States of America: 

 (a) Federal National Mortgage Association (“FNMAs”) - senior debt obligations 
rated Aaa by Moody’s and AAA by S&P 

 (b) Federal Home Loan Mortgage Corporation (“FHLMCs”) - participation 
certificates and senior debt obligations rated Aaa by Moody’s and AAA by S&P 

 (c) Federal Home Loan Banks - consolidated debt obligations 

 (d) Student Loan Marketing Association - debt obligations 

 (e) Resolution Funding Corporation - debt obligations 

 (4) Direct, general obligations of any state of the United States of America or any 
subdivision or agency thereof whose uninsured and unguaranteed general obligation debt is rated, at the 
time of purchase, A2 or better by Moody’s and A or better by S&P, or any obligation fully and 
unconditionally guaranteed by any state, subdivision, or agency whose uninsured and unguaranteed 
general obligation debt is rated, at the time of purchase, A2 or better by Moody’s and A or better by S&P. 

 (5) Commercial paper (having original maturities of not more than 270 days) rated, at the 
time of purchase, P-1 by Moody’s and A-1 or better by S&P. 

 (6) Certificates of deposit, savings accounts, deposit accounts, or money market deposits in 
amounts that are continuously and fully insured by the Federal Deposit Insurance Corporation (“FDIC”), 
including the Bank Insurance Fund and the Savings Association Insurance Fund. 

 (7) Certificates of deposit, deposit accounts, federal funds, or bankers’ acceptances (in each 
case having maturities of not more than 365 days following the date of purchase) of any domestic 
commercial bank or United States branch office of a foreign bank, provided that such bank’s short-term 
certificates of deposit are rated P-1 by Moody’s and A-1 or better by S&P (not considering holding 
company ratings). 
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 (8) Investments in money-market funds rated AAAm or AAAm-G by S&P.  Such money 
market funds may include funds for which the Trustee or its affiliates or subsidiaries provide investment 
advisory or other management services. 

 (9) State-sponsored investment pools rated AA- or better by S&P. 

 (10) Repurchase agreements that meet the following criteria: 

 (a) A master repurchase agreement or specific written repurchase agreement, 
substantially similar in form and substance to the Public Securities Association or Bond Market 
Association master repurchase agreement, governs the transaction. 

 (b) Acceptable providers shall consist of (i) registered broker/dealers subject to 
Securities Investors’ Protection Corporation (“SIPC”) jurisdiction or commercial banks insured 
by the FDIC, if such broker/dealer or bank has an uninsured, unsecured, and unguaranteed rating 
of A3/P-1 or better by Moody’s and A-/A-1 or better by S&P, or (ii) domestic structured 
investment companies approved by the Bond Insurer and rated, or domestic structured investment 
companies with a guarantor rated, Aaa by Moody's and AAA by S&P. 

 (c) The repurchase agreement shall require termination thereof if the counterparty’s 
ratings are suspended, withdrawn, or fall below A3 or P-1 from Moody’s, or A- or A-1 from S&P.  
Within ten (10) days, the counterparty shall repay the principal amount plus any accrued and 
unpaid interest on the investments. 

 (d) The repurchase agreement shall limit acceptable securities to U.S. Government 
Securities and to the obligations of GNMA, FNMA or FHLMC described in clauses 2(d), 3(a) 
and 3(b) above.  The fair market value of the securities in relation to the amount of the repurchase 
obligation, including principal and accrued interest, is equal to a collateral level of at least 104% 
for U.S. Government Securities and 105% for GNMAs, FNMAs, or FHLMCs.  The repurchase 
agreement shall require (i) the Trustee or an independent third party acting solely as agent for the 
Trustee (the “Agent”) to value the collateral securities no less frequently than weekly, (ii) the 
delivery of additional securities if the fair market value of the securities is below the required 
level on any valuation date, and (iii) liquidation of the repurchase securities if any deficiency in 
the required percentage is not restored within two (2) Business Days of such valuation. 

 (e) The repurchase securities shall be delivered free and clear of any lien to the 
Trustee or the Agent, and such Agent is (i) a Federal Reserve Bank or (ii) a bank which is a 
member of the FDIC and which has combined capital, surplus, and undivided profits or, if 
appropriate, a net worth, of not less than $50 million, and the Trustee shall have received written 
confirmation from such third party that such third party holds such securities, free and clear of 
any lien, as agent for the Trustee. 

 (f) A perfected first security interest in the repurchase securities shall be created for 
the benefit of the Trustee, and the Authority and the Trustee shall receive an opinion of counsel as 
to the perfection of the security interest in such repurchase securities and any proceeds thereof. 

 (g) The repurchase agreement shall have a term of one year or less, or shall be due 
on demand. 
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 (h) The repurchase agreement shall establish the following as events of default, the 
occurrence of any of which shall require the immediate liquidation of the repurchase securities, 
unless the Bond Insurer directs otherwise: 

(i) insolvency of the broker/dealer or commercial bank serving as the 
counterparty under the repurchase agreement; 

 (ii) failure by the counterparty to remedy any deficiency in the required 
collateral level or to satisfy the margin maintenance call under clause 10(d) above; or 

 (iii) failure by the counterparty to repurchase the repurchase securities on the 
specified date for repurchase. 

 (11) Investment agreements (also referred to as guaranteed investment contracts) that meet the 
following criteria: 

 (a) A master agreement or specific written investment agreement governs the 
transaction. 

 (b) Acceptable providers of uncollateralized investment agreements shall consist of 
(i) domestic FDIC-insured commercial banks, or U.S. branches of foreign banks, rated at least 
Aa2 by Moody’s and AA by S&P; (ii) domestic insurance companies rated Aaa by Moody’s and 
AAA by S&P; and (iii) domestic structured investment companies approved by the Bond Insurer 
and rated, or domestic structured investment companies with a guarantor rated, Aaa by Moody's 
and AAA by S&P. 

 (c) Acceptable providers of collateralized investment agreements shall consist of 
(i) registered broker/dealers subject to SIPC jurisdiction, if such broker/dealer has an uninsured, 
unsecured, and unguaranteed rating of Al or better by Moody’s and A+ or better by S&P; 
(ii) domestic FDIC-insured commercial banks, or U.S. branches of foreign banks, rated at least Al 
by Moody’s and A+ by S&P; (iii) domestic insurance companies rated at least Al by Moody’s 
and A+ by S&P; and (iv) domestic structured investment companies approved by the Bond 
Insurer and rated, or domestic structured investment companies with a guarantor rated, Aaa by 
Moody's and AAA by S&P.  Required collateral levels shall be as set forth in clause 11(f) below. 

 (d) The investment agreement shall provide that, if the provider’s ratings fall below 
Aa3 by Moody’s or AA- by S&P, the provider shall within ten (10) days either (i) repay the 
principal amount plus any accrued and interest on the investment; or (ii) deliver Permitted 
Collateral as provided below. 

 (e) The investment agreement must provide for termination thereof if the provider’s 
ratings are suspended, withdrawn, or fall below A3 from Moody’s or A- from S&P.  Within ten 
(10) days, the provider shall repay the principal amount plus any accrued interest on the 
agreement, without penalty. 

 (f) The investment agreement shall provide for the delivery of collateral described in 
clause (i) or (ii) below (“Permitted Collateral”) which shall be maintained at the following 
collateralization levels at each valuation date: 

 (i) U.S. Government Securities at 104% of principal plus accrued interest; 
or 



 

A-7 

 (ii) Obligations of GNMA, FNMA, or FHLMC (described in clauses 2(d), 
3(a), and 3(b) above) at 105% of principal and accrued interest. 

 (g) The investment agreement shall require the Trustee or the Agent to determine the 
market value of the Permitted Collateral not less than weekly and notify the investment 
agreement provider on the valuation day of any deficiency.  Permitted Collateral may be released 
by the Trustee to the provider only to the extent that there are excess amounts over the required 
levels.  Market value, with respect to collateral, may be determined by any of the following 
methods: 

 (i) the last quoted “bid” price as shown in Bloomberg, Interactive Data 
Systems, Inc., The Wall Street Journal, or Reuters; 

 (ii) valuation as performed by a nationally recognized pricing service, 
whereby the valuation method is based on a composite average of various bid prices; or 

 (iii) the lower of two bid prices by nationally recognized dealers.  Such 
dealers or their parent holding companies shall be rated investment grade and shall be 
market makers in the securities being valued. 

 (h) Securities held as Permitted Collateral shall be free and clear of all liens and 
claims of third parties, held in a separate custodial account, and registered in the name of the 
Trustee or the Agent. 

 (i) The provider shall grant the Trustee or the Agent a perfected first security 
interest in any collateral delivered under an investment agreement.  For investment agreements 
collateralized initially and in connection with the delivery of Permitted Collateral under 
clause 11(f) above, the Trustee and the Bond Insurer shall receive an opinion of counsel as to the 
perfection of the security interest in the collateral. 

 (j) The investment agreement shall provide that moneys invested under the 
agreement must be payable and putable at par to the Trustee without condition, breakage fee, or 
other penalty, upon not more than two (2) Business Days’ notice, or immediately on demand for 
any reason for which the funds invested may be withdrawn from the applicable fund or account 
established under the authorizing document, as well as the following: 

 (i) In the event of a deficiency in the debt service account; 

 (ii) Upon acceleration after an event of default; 

 (iii) Upon refunding of the Bonds in whole or in part; 

 (iv) Reduction of the Reserve Requirement for the Bonds; or 

 (v) If a determination is later made by a nationally recognized bond counsel 
that investments must be yield-restricted. 

Notwithstanding the foregoing, the agreement may provide for a breakage fee or other 
penalty that is payable in arrears and not as a condition of a draw by the Trustee if the 
Authority’s obligation to pay such fee or penalty is subordinate to its obligation to pay 
debt service on the Bonds and to make deposits to the Reserve Fund. 
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 (k) The investment agreement shall establish the following as events of default, the 
occurrence of any of which shall require the immediate liquidation of the investment securities, 
unless: 

 (i) Failure of the provider or the guarantor (if any) to make a payment when 
due or to deliver Permitted Collateral of the character, at the times, or in the amounts 
described above; 

 (ii) Insolvency of the provider or the guarantor (if any) under the investment 
agreement; 

 (iii) Failure by the provider to remedy any deficiency with respect to required 
Permitted Collateral; 

 (iv) Failure by the provider to make a payment or observe any covenant 
under the agreement; 

 (v) The guaranty (if any) is terminated, repudiated, or challenged; or 

 (vi) Any representation of warranty furnished to the Trustee or the Authority 
in connection with the agreement is false or misleading. 

 (l) The investment agreement must incorporate the following general criteria: 

 (i) “Cure periods” for payment default shall not exceed two (2) Business 
Days; 

 (ii) The agreement shall provide that the provider shall remain liable for any 
deficiency after application of the proceeds of the sale of any collateral, including costs 
and expenses incurred by the Trustee or the Bond Insurer; 

 (iii) Neither the agreement or guaranty agreement, if applicable, may be 
assigned (except to a provider that would otherwise be acceptable under these guidelines) 
or amended without the prior consent of the Bond Insurer; 

 (iv) If the investment agreement is for the Reserve Fund, reinvestments of 
funds shall be required to bear interest at a rate at least equal to the original contract rate; 

 (v) The provider shall be required to immediately notify the Bond Insurer 
and the Trustee of any event of default or any suspension, withdrawal, or downgrade of 
the provider’s ratings; 

 (vi) The agreement shall be unconditional and shall expressly disclaim any 
right of set-off or counterclaim; and 

 (vii) The agreement shall require the provider to submit information 
reasonably requested by the Bond Insurer, including balance invested with the provider, 
type and market value of collateral, and other pertinent information. 
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 (12) Forward delivery agreements in which the securities delivered mature on or before each 
interest payment date (for debt service or debt service reserve funds) or draw down date (construction 
funds) that meet the following criteria: 

 (a) A specific written investment agreement governs the transaction. 

 (b) Acceptable providers shall be limited to (i) any registered broker/dealer subject 
to the SIPC jurisdiction, if such broker/dealer or bank has an uninsured, unsecured, and 
unguaranteed obligation rated A3/P-1 or better by Moody’s and A-/A-1 or better by S&P; (ii) any 
commercial bank insured by the FDIC, if such bank has an uninsured, unsecured, and 
unguaranteed obligation rated A3/P-1 or better by Moody’s and A-/A-1 or better by S&P; and 
(iii) domestic structured investment companies approved by the Bond Insurer and rated, or 
domestic structured investment companies with a guarantor rated, Aaa by Moody's and AAA by 
S&P. 

 (c) The forward delivery agreement shall provide for termination or assignment (to a 
qualified provider under the Indenture) of the agreement if the provider’s ratings are suspended, 
withdrawn, or fall below A3 or P-1 from Moody’s or A- or A-1 from S&P.  Within ten (10) days, 
the provider shall fulfill any obligations it may have with respect to shortfalls in market value.  
There shall be no breakage fee payable to the provider in such event. 

 (d) Permitted securities shall include the investments listed in clauses 1, 2, and 3 
above. 

 (e) The forward delivery agreement shall include the following provisions: 

 (i) The permitted securities must mature at least one (1) Business Day 
before a debt service payment date or scheduled draw.  The maturity amount of the 
permitted securities must equal or exceed the amount required to be in the applicable 
fund on the applicable valuation date. 

 (ii) The agreement shall include market standard termination provisions, 
including the right to terminate for the provider’s failure to deliver qualifying securities 
or otherwise to perform under the agreement.  There shall be no breakage fee or penalty 
payable to the provider in such event. 

 (iii) Any breakage fees shall be payable only on Interest Payment Dates and 
shall be subordinated to the payment of debt service fund and Reserve Fund 
replenishments. 

 (iv) The provider must submit at closing a bankruptcy opinion to the effect 
that upon any bankruptcy, insolvency, or receivership of the provider, the securities will 
not be considered to be a part of the provider’s estate, and shall otherwise be acceptable 
to the Bond Insurer. 

 (v) The agreement may not be assigned (except to a provider that would 
otherwise be acceptable under these guidelines) or amended without the prior written 
consent of the Bond Insurer. 

 (13) Forward delivery agreements in which the securities delivered mature after the funds may 
be required but provide for the right of the issuer or the Trustee to put the securities back to the provider 
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under a put, guaranty, or other hedging arrangement, only with the prior written consent of the Bond 
Insurer. 

 (14) Pre-refunded Municipal Obligations defined as follows: Any bonds or other obligations 
of the State of California or of any agency, instrumentality, or local governmental unit of the State of 
California which are not callable at the option of the obligor prior to maturity or as to which irrevocable 
instructions have been given by the obligor to call on the date specified in the notice and which are rated, 
based on an irrevocable escrow account or fund, in the highest rating category of S&P and Moody’s. 

 (15) Shares in any money market mutual fund registered under the Investment Company Act 
of 1940 whose investment portfolio consists solely of direct obligations of the United States Government, 
provided that any such fund has been rated in the highest category by a nationally recognized rating 
agency and, provided further, that such mutual funds may include funds for which the Trustee or its 
affiliates or subsidiaries provide investment advisory or other management services. 

 (16) The Local Agency Investment Fund (“LAIF”). 

 (17) Other forms of investments approved in writing by the Bond Insurer with notice by the 
Authority to S&P. 

 (18) Maturity of investments shall be governed by the following: 

 (a) Investments of monies (other than reserve funds) shall be in securities and 
obligations maturing not later than the dates on which such monies will be needed to make 
payments. 

 (b) Investments shall be considered as maturing on the first date on which they are 
redeemable without penalty at the option of the holder or the date on which the Trustee may 
require their repurchase pursuant to repurchase agreements. 

 (c) Investments of monies in reserve funds not payable upon demand shall be 
restricted to maturities of five years or less. 

“Principal Office of the Trustee” means the principal corporate trust office of the Trustee located 
in Los Angeles, California, or such other or additional offices as the Trustee may designate in writing. 

“Project Costs” means the contract prices paid or to be paid for the acquisition, construction, or 
improvement of any portion of the Project and related facilities in accordance with a purchase or 
construction contract or contracts therefor.  Project Costs include any other administrative, engineering, 
legal, financial, and other costs incurred by the City in connection with the construction of the Project. 

“Project Fund” means the fund by that name established pursuant to the Indenture. 

“Qualified Reserve Fund Policy” means an insurance policy or surety bond issued by a company 
licensed to issue an insurance policy or surety bond, the claims-paying ability of which is rated in the 
highest category by S&P or Moody’s. 

“Rating Agency” means an agency that has provided a credit rating on the Bonds.  As of the 
Closing Date, only S&P has provided such credit rating. 

“Rebate Fund” means the fund by that name established pursuant to the Indenture. 
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“Record Date” means the fifteenth (15th) day of the month immediately preceding an Interest 
Payment Date, whether or not such day is a Business Day. 

“Reserve Fund” means the fund by that name established pursuant to the Indenture. 

“Reserve Policy” means the municipal bond debt service reserve fund policy issued by the Bond 
Insurer guaranteeing certain payments into the Reserve Fund with respect to the Bonds as provided 
therein and subject to the limitations set forth therein. 

“Reserve Requirement” means, as of any date of calculation, an amount equal to the least of 
(i) ten percent (10%) of the aggregate principal amount of the Bonds originally issued, (ii) Maximum 
Annual Debt Service on the Bonds, or (iii) one hundred twenty-five percent (125%) of the Average 
Annual Debt Service on the Bonds.  As of the Closing Date, the Reserve Requirement is equal to 
$7,490,191.84. 

“Revenues” means all Installment Payments made pursuant to the Installment Purchase 
Agreement and the interest or profits from the investment of money in the funds established under the 
Indenture (other than the Rebate Fund), subject to the provisions of the Indenture. 

“Rule” means Rule 15c2-12 of the Securities and Exchange Commission promulgated under the 
Securities Exchange Act of 1934, as amended. 

“S&P” means Standard & Poor’s Ratings Service, a division of McGraw-Hill, and its successors 
and assigns. 

“Tax Certificate” means the Tax Certificate delivered by the Authority and the City on the 
Closing Date, as the same may be amended or supplemented in accordance with its terms. 

“Written Request of the Authority” means an instrument in writing signed by the Chairman, the 
Vice Chairman, the Secretary, or the Controller of the Authority, or by any other officer of the Authority 
duly authorized for that purpose. 

“Written Request of the City” means an instrument in writing signed by the Treasurer (or his or 
her designee) or the Finance and Management services Director (or his or her designee) of the City, or by 
any other official of the City duly authorized for that purpose. 

“Written Request of the Treasurer” means an instrument in writing signed by the Treasurer of the 
City (or his or her designee), or by any other official of the City duly authorized for that purpose. 

THE INDENTURE 

Investment of Moneys in Funds 

Moneys in the funds established under the Indenture shall, in accordance with a Written Request 
of the Treasurer, be invested by the Trustee in Permitted Investments.  The Trustee may conclusively rely 
on any direction contained in a Written Request of the Treasurer to invest in investments that such 
investments are Permitted Investments.  In the absence of a Written Request of the Treasurer, the Trustee 
shall invest moneys in interest bearing demand or time deposit accounts with the Trustee or in accordance 
with clause (15) of the definition of Permitted Investments.  The obligations in which moneys in the said 
funds are invested shall mature on or prior to the date on which such moneys are estimated to be required 
to be paid out under the Indenture.  The obligations in which moneys in the Reserve Fund are so invested 
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shall be invested in obligations maturing no later than five (5) years after the date of investment 
(exclusive of investment agreements and other Permitted Investments approved in writing by the Bond 
Insurer); provided no such investment shall mature later than the final maturity date of the Bonds; 
provided further, if such investments may be redeemed at par so as to be available on each Interest 
Payment Date, any amount of the Reserve Fund may be invested in such redeemable investments of any 
maturity on or prior to the final maturity date of the Bonds.  The Trustee shall sell at the best price 
obtainable or present for redemption any obligations so purchased whenever it may be necessary to do so 
in order to provide moneys to meet any payment required under the Indenture.  Notwithstanding anything 
in the Indenture to the contrary, the Trustee shall not be responsible for any loss from investments, sales, 
or transfers undertaken in accordance with the Indenture.  Any interest, income, or profits from the 
deposits or investments of all funds (except the Rebate Fund and, to the extent required by the Indenture, 
the Reserve Fund) shall be transferred as follows: (1) prior to completion of the Project, to the Project 
Fund; and (2) thereafter, to the Payment Fund for the payment of principal and/or interest on the Bonds 
on the next Interest Payment Date.  For purposes of determining the amount of deposit in any fund held 
under the Indenture, all Permitted Investments credited to such fund shall be valued at the cost thereof.  
Investments shall be valued as frequently as deemed necessary by the Bond Insurer, but not less often 
than, on or about June 30 of each year commencing on June 30, 2005, at the market value thereof, 
exclusive of accrued interest.  Deficiencies in the amount on deposit in any fund or account resulting from 
a decline in market value shall be restored no later than the succeeding valuation date.  Except as 
otherwise provided in the Indenture, Permitted Investments representing an investment of moneys 
attributable to any fund and all investment profits or losses thereon shall be deemed at all times to be a 
part of said fund. 

The Trustee may act as principal or agent in the acquisition or disposition of investments and may 
commingle moneys in funds and accounts for the purpose of investment. 

Payment Procedure Pursuant to Bond Insurance Policy 

As long as the Bond Insurance Policy shall be in full force and effect, the Authority and the 
Trustee shall comply with the following provisions: 

(a) If, on the third day next preceding any Interest Payment Date for the Bonds there is not 
on deposit with the Trustee sufficient moneys available to pay all principal of and interest on the Bonds 
due on such date, the Trustee shall immediately notify the Bond Insurer and U.S. Bank Trust National 
Association, New York, New York, or its successor as its Fiscal Agent (the “Fiscal Agent”) of the amount 
of such deficiency.  If, by said Interest Payment Date, the Authority has not provided the amount of such 
deficiency, the Trustee shall simultaneously make available to the Bond Insurer and to the Fiscal Agent 
the Bond Register for the Bonds maintained by the Trustee.  In addition: 

(i) The Trustee shall provide the Bond Insurer with a list of the Owners entitled to 
receive principal or interest payments from the Bond Insurer under the terms of the Bond 
Insurance Policy and shall make arrangements for the Bond Insurer and its Fiscal Agent (1) to 
mail checks or drafts to Owners entitled to receive full or partial interest payments from the Bond 
Insurer and (2) to pay principal of the Bonds surrendered to the Fiscal Agent by the Owners 
entitled to receive full or partial principal payments from the Bond Insurer; and 

(ii) The Trustee shall, at the time it makes the Bond Register available to the Bond 
Insurer pursuant to subsection (i) above, notify Owners entitled to receive the payment of 
principal of or interest on the Bonds from the Bond Insurer (1) as to the fact of such entitlement, 
(2) that the Bond Insurer will remit to them all or part of the interest payments coming due 
subject to the terms of the Bond Insurance Policy, (3) that, except as provided in subsection (b) 
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below, in the event that any Owner is entitled to receive full payment of principal from the Bond 
Insurer, such Owner must tender its Bond with the instrument of transfer in the form provided on 
the Bond executed in the name of the Bond Insurer, and (4) that, except as provided in 
subsection (b) below, in the event that such Owner is entitled to receive partial payment of 
principal from the Bond Insurer, such Owner must tender its Bond for payment first to the 
Trustee, which shall note on such Bond the portion of principal paid by the Trustee, and then, 
with an acceptable form of assignment executed in the name of the Bond Insurer, to the Fiscal 
Agent, which will then pay the unpaid portion of principal to the Owner subject to the terms of 
the Bond Insurance Policy. 

(b) In the event that the Trustee has notice that any payment of principal of or interest on a 
Bond has been recovered from an Owner pursuant to the United States Bankruptcy Code by a trustee in 
bankruptcy in accordance with the final, nonappealable order of a court having competent jurisdiction, the 
Trustee shall, at the time it provides notice to the Bond Insurer, notify all Owners that in the event that 
any Owner’s payment is so recovered, such Owner shall be entitled to payment from the Bond Insurer to 
the extent of such recovery, and the Trustee shall furnish to the Bond Insurer its records evidencing the 
payments of principal of and interest on the Bonds which have been made by the Trustee and 
subsequently recovered from Owners, and the dates on which such payments were made. 

(c) The Bond Insurer shall, to the extent it makes payment of principal of or interest on the 
Bonds, become subrogated to the rights of the recipients of such payments in accordance with the terms 
of the Bond Insurance Policy and, to evidence such subrogation, (1) in the case of subrogation as to 
claims for past due interest, the Trustee shall note the Bond Insurer’s rights as subrogee on the Bond 
Register upon receipt from the Bond Insurer of proof of the payment of interest thereon to the Owners of 
such Bonds and (2) in the case of subrogation as to claims for past due principal, the Trustee shall note 
the Bond Insurer’s rights as subrogee on the Bond Register for the Bonds upon receipt of proof of the 
payment of principal thereof to the Owners of such Bonds.  Notwithstanding anything in the Indenture or 
the Bonds to the contrary, the Trustee shall make payment of such past due interest and past due principal 
directly to the Bond Insurer to the extent that the Bond Insurer is a subrogee with respect thereto. 

Tax Covenants of the Authority 

The Authority shall contest by court action or otherwise any assertion by the United States of 
America or any department or agency thereof that the interest received by the Owners is includable in 
gross income of such recipients under federal income tax laws.  Notwithstanding any other provision of 
the Indenture, absent an opinion of Independent Counsel that the exclusion from gross income of interest 
with respect to the Bonds will not be adversely affected for federal income tax purposes, the Authority 
shall comply with all applicable requirements of the Code necessary to preserve such exclusion from 
gross income and the Authority specifically covenants, without limiting the generality of the foregoing, as 
follows: 

(a) Private Activity.  The Authority shall take no action or refrain from taking any action or 
make any use of the proceeds of the Bonds or of any other moneys or property that would cause the 
Bonds to be “private activity bonds” within the meaning of Section 141 of the Code. 

(b) Arbitrage.  The Authority shall make no use of the proceeds of the Bonds or of any other 
amounts or property, regardless of the source, or take any action or refrain from taking any action that 
will cause the Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code. 
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(c) Federal Guaranty.  The Authority shall make no use of the proceeds of the Bonds or take 
or omit to take any action that would cause the Bonds to be “federally guaranteed” within the meaning of 
Section 149(b) of the Code. 

(d) Information Reporting.  The Authority shall take or cause to be taken all necessary action 
to comply with the informational reporting requirement of Section 149(e) of the Code. 

(e) Hedge Bonds.  The Authority shall make no use of the proceeds of the Bonds or any 
other amounts or property, regardless of the source, or take any action or refrain from taking any action 
that would cause the Bonds to be considered “hedge bonds” within the meaning of Section 149(g) of the 
Code unless the Authority takes all necessary action to assure compliance with the requirements of 
Section 149(g) of the Code to maintain the exclusion from gross income of interest on the Bonds for 
federal income tax purposes. 

(f) Miscellaneous.  The Authority shall take no action or refrain from taking any action 
inconsistent with its expectations stated in the Tax Certificate executed by the Authority and the City in 
connection with the issuance of the Bonds and shall comply with the covenants and requirements stated 
therein and incorporated by reference in the Indenture. 

(g) Rebate Fund.  The Trustee shall establish the Rebate Fund and the Authority shall 
comply with the requirements below and in the Tax Certificate.  All money at any time deposited in the 
Rebate Fund shall be held by the Trustee in trust, for payment to the United States Treasury.  All amounts 
on deposit in the Rebate Fund shall be governed by the Indenture and the Tax Certificate, unless the 
Authority obtains an opinion of Independent Counsel that the exclusion from gross income of interest on 
the Bonds will not be adversely affected for federal income tax purposes if such requirements are not 
satisfied. 

(h) Excess Investment Earnings. 

(i) Computation.  Prior to the end of the fifth Computation Year with respect to the 
Bonds, the Authority shall calculate or cause to be calculated the amount of rebatable arbitrage, in 
accordance with Section 148(f)(2) of the Code and Section 1.148-2 of the Treasury Regulations 
promulgated thereunder (taking into account any applicable exceptions with respect to the 
computation of the rebatable arbitrage, described, if applicable, in the Tax Certificate (e.g., the 
temporary investments exceptions of Section 148(f)(4)(B) and (C) of the Code), for this purpose 
treating the last day of said Computation Year as a computation date, within the meaning of 
Section 1.148-8(b) of the Treasury Regulations promulgated thereunder (the “Rebatable 
Arbitrage”).  The Authority shall obtain expert advice as to the amount of the Rebatable Arbitrage 
to comply with the Indenture and the Tax Certificate. 

(ii) Transfer.  Prior to the end of the fifth Computation Year with respect to the 
Bonds, upon the Authority’s written direction, an amount shall be deposited to the Rebate Fund 
by the Trustee from any legally available funds, including the other funds and accounts 
established in the Indenture, so that the balance in the Rebate Fund shall equal the amount of 
Rebatable Arbitrage so calculated in accordance with clause (h)(i) above.  In the event that 
immediately following the transfer required by the previous sentence, the amount then on deposit 
to the credit of the Rebate Fund exceeds the amount required to be on deposit therein, upon 
written instructions from the Authority, the Trustee shall withdraw the excess from the Rebate 
Fund and then credit the excess to the Payment Fund. 
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(iii) Payment to the Treasury.  Upon receipt of a Written Request of the Authority, the 
Trustee shall pay to the United States Treasury, out of amounts in the Rebate Fund: 

(X) Not later than sixty (60) days after the end of (A) the fifth 
Computation Year with respect to the Bonds, and (B) each applicable fifth Computation Year 
thereafter, an amount equal to at least ninety percent (90%) of the Rebatable Arbitrage calculated 
as of the end of such Computation Year; and 

(Y) Not later than sixty (60) days after the payment of all the Bonds, 
an amount equal to one hundred percent (100%) of the Rebatable Arbitrage calculated as of the 
end of such applicable Computation Year, and any income attributable to the Rebatable Arbitrage, 
computed in accordance with Section 148(f) of the Code. 

In the event that, prior to the time of any payment required to be made from the Rebate 
Fund, the amount in the Rebate Fund is not sufficient to make such payment when such payment 
is due, the Authority shall calculate or cause to be calculated the amount of such deficiency and 
deposit an amount received from any legally available source, including the other funds and 
accounts established in the Indenture, equal to such deficiency in the Rebate Fund prior to the 
time such payment is due.  Each payment required to be made to the Treasury pursuant to the 
Indenture shall be made to the Internal Revenue Service Center, Philadelphia, Pennsylvania 
19255 on or before the date on which such payment is due, and shall be accompanied by Internal 
Revenue Service Form 8038-T, or shall be made in such other manner as provided under the 
Code. 

(i) Disposition of Unexpended Funds.  Any funds remaining in the Rebate Fund after 
redemption and payment of the Bonds and the payments described in the Indenture may be transferred by 
the Trustee to the Authority at the written direction of the Treasurer and utilized in any manner by the 
Authority. 

(j) Survival of Defeasance.  Notwithstanding anything in the Indenture to the contrary, the 
obligation to comply with the rebate covenants set forth in the Indenture shall survive the defeasance of 
the Bonds. 

(k) Trustee Responsible.  The Trustee shall have no obligations or responsibilities under the 
Indenture other than to follow the written directions of the Finance and Management Services Director of 
the City. 

Trustee 

(a) The Trustee shall, prior to an Event of Default and after the curing of all Events of 
Default which may have occurred, perform such duties and only such duties as are specifically set forth in 
the Indenture and no implied duties or obligations shall be read into the Indenture against the Trustee.  
The Trustee shall, during the existence of any Event of Default that has not been cured, exercise such of 
the rights and powers vested in it by the Indenture, and use the same degree of care and skill in their 
exercise as a prudent person would exercise or use under the circumstances in the conduct of his own 
affairs. 

(b) So long as no Event of Default has occurred and is continuing, upon thirty (30) days’ 
written notice to the Trustee, the Authority, with the written consent of the Bond Insurer, so long as the 
Bond Insurer is not in default in its payment obligations under the Bond Insurance Policy, may remove 
the Trustee at any time and shall remove the Trustee if at any time requested to do so by an instrument or 
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concurrent instruments in writing signed by the Bond Insurer, so long as the Bond Insurer is not in default 
in its payment obligations under the Bond Insurance Policy, or the Owners of not less than a majority in 
aggregate principal amount of the Bonds then Outstanding (or their attorneys duly authorized in writing) 
or if at any time the Trustee shall cease to be eligible in accordance with subsection (e) below, or shall 
become incapable of acting, or shall commence a case under any bankruptcy, insolvency, or similar law, 
or a receiver of the Trustee or of its property shall be appointed, or any public officer shall take control or 
charge of the Trustee or its property or affairs for the purpose of rehabilitation, conservation, or 
liquidation, in each case by giving written notice of such removal to the Trustee, and thereupon shall 
appoint a successor Trustee by an instrument in writing. 

(c) The Trustee may resign by giving written notice of such resignation to the Authority and 
the Bond Insurer and by giving notice of such resignation by first class mail, postage prepaid, to the 
Owners at the addresses listed in the Bond Register.  Upon receiving such notice of resignation, the 
Authority, with the written consent of the Bond Insurer, so long as the Bond Insurer is not in default in its 
payment obligations under the Bond Insurance Policy, shall promptly appoint a successor Trustee by an 
instrument in writing. 

(d) Any removal or resignation of the Trustee and appointment of a successor Trustee shall 
become effective upon acceptance of appointment by the successor Trustee acceptable to the Bond 
Insurer, so long as the Bond Insurer is not in default in its payment obligations under the Bond Insurance 
Policy.  If no successor Trustee shall have been appointed and shall have accepted appointment within 
thirty (30) days of giving notice of removal or notice of resignation as aforesaid, the resigning Trustee, at 
the expense of the Authority, or any Owner (on behalf of himself and all other Owners) may petition any 
court of competent jurisdiction for the appointment of a successor Trustee, and such court may thereupon, 
after such notice (if any) as it may deem proper, appoint such successor Trustee.  Any successor Trustee 
appointed under the Indenture shall signify its acceptance of such appointment by executing and 
delivering to the Authority, the Bond Insurer, and its predecessor Trustee a written acceptance thereof, 
and thereupon such successor Trustee, without any further act, deed, or conveyance, shall become vested 
with all the moneys, estates, properties, rights, powers, trusts, duties, and obligations of such predecessor 
Trustee, with like effect as if originally named Trustee in the Indenture; but, nevertheless, at the Written 
Request of the Authority or of the successor Trustee, such predecessor Trustee shall execute and deliver 
any and all instruments of conveyance or further assurance and do such other things as may reasonably be 
required for more fully and certainly vesting in and confirming to such successor Trustee all the right, title, 
and interest of such predecessor Trustee in and to any property held by it under the Indenture and shall 
pay over, transfer, assign, and deliver to the successor Trustee any money or other property subject to the 
trusts and conditions set forth in the Indenture.  Upon request of the successor Trustee, the Authority shall 
execute and deliver any and all instruments as may be reasonably required for more fully and certainly 
vesting in and confirming to such successor Trustee all such moneys, estates, properties, rights, powers, 
trusts, duties, and obligations.  Upon acceptance of appointment by a successor Trustee as provided in the 
Indenture, such successor Trustee shall mail a notice of the succession of such Trustee to the trusts under 
the Indenture by first class mail, postage prepaid, to the Owners at their addresses listed in the Bond 
Register. 

(e) Any Trustee appointed under the provisions of the Indenture shall be a bank or trust 
company in good standing located in or incorporated under the laws of the State, duly authorized to 
exercise trust powers, having (or be a member of a bank holding company system with a bank holding 
company which has) a combined capital (exclusive of borrowed capital) and surplus of at least 
$75,000,000, shall be subject to supervision or examination by federal or state banking authority, and 
shall otherwise be acceptable to the Bond Insurer.  If such bank or trust company publishes a report of 
condition at least annually, pursuant to law or to the requirements of any supervising or examining 
authority above referred to, then for the purpose of the Indenture the combined capital and surplus of such 
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bank or trust company shall be deemed to be its combined capital and surplus as set forth in its most 
recent report of condition so published.  In case at any time the Trustee shall cease to be eligible in 
accordance with the provisions of this subsection (e), the Trustee shall resign immediately in the manner 
and with the effect specified in the Indenture. 

(f) No provision in the Indenture shall require the Trustee to risk or expend its own funds or 
otherwise incur any financial liability in the performance of any of its duties under the Indenture. 

(g) The Trustee shall not be responsible for the sufficiency, timeliness, or enforceability of 
the Revenues, the maintenance of insurance as required by the Installment Purchase Agreement, or the 
reviewing of any report or certificate required to be provided under the Indenture or under the Installment 
Purchase Agreement. 

(h) The Trustee shall not be accountable for the use or application by the Authority, the City, 
or any other party of any funds which the Trustee has released under the Indenture. 

(i) The Trustee may employ attorneys, agents, or receivers in the performance of any of its 
duties under the Indenture and shall not be answerable for the misconduct of any such attorney, agent, or 
receiver selected by it with reasonable care. 

(j) Notwithstanding any other provision of the Indenture, in determining whether the rights 
of the Owners will be adversely affected by any action taken pursuant to the terms and provisions of the 
Indenture, the Trustee shall consider the effect on the Owners as if there were no Bond Insurance Policy. 

(k) The Trustee shall notify the Bond Insurer of any failure by the Authority and the City to 
provide relevant notices, certificates, or other documents required by the Indenture or the Installment 
Purchase Agreement. 

Amendment of the Indenture 

The Indenture and the rights and obligations of the Authority and of the Owners, as applicable, 
may be amended at any time by a Supplemental Indenture, which shall become binding with the written 
consent of the Bond Insurer, so long as the Bond Insurer is not in default in its payment obligations under 
the Bond Insurance Policy, and the Owners of at least a majority in aggregate principal amount of the 
Bonds then Outstanding, exclusive of Bonds disqualified as provided in the Indenture, are filed with the 
Trustee.  Each Rating Agency shall receive a notice of each amendment of the Indenture and shall receive 
a copy thereof at least fifteen (15) days in advance of the execution or adoption of such amendment.  In 
addition, the Bond Insurer shall be provided with a full transcript of all proceedings relating to the 
execution of any Supplemental Indenture.  No such amendment shall (1) extend the maturity of or reduce 
the interest rate on or otherwise alter or impair the obligation of the Authority to pay the interest on or 
principal of or redemption premium, if any, on any Bond at the time and place and at the rate and in the 
currency provided in the Indenture without the express written consent of the Owner of such Bond, 
(2) reduce the percentage of principal amount of Bonds owned by Owners whose consent is required for 
the execution of any Supplemental Indenture, (3)  permit the creation by the Authority of any pledge of 
the Revenues as provided in the Indenture superior to or on a parity with the pledge created by the 
Indenture for the benefit of the Bonds, or (4) modify any rights or obligations of the Trustee without its 
prior written assent thereto. 

The Indenture and the rights and obligations of the Authority and of the Owners, as applicable, 
may also be amended at any time by a Supplemental Indenture, which shall become binding upon 
adoption without the consent of any Owners but with the prior written consent of the Bond Insurer, so 
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long as the Bond Insurer is not in default in its payment obligations under the Bond Insurance Policy, but 
only to the extent permitted by law and after receipt of an approving opinion of Independent Counsel and 
only for any one or more of the following purposes: 

(a) to add to the conditions, covenants, and terms contained in the Indenture required to be 
observed or performed by the Authority other conditions, covenants, and terms thereafter to be observed 
or performed by the Authority, or to surrender any right reserved in the Indenture to or conferred in the 
Indenture on the Authority, and which in either case shall not adversely affect the interests of the Owners 
provided, that the Trustee shall not take the Bond Insurance Policy into consideration in determining 
whether the rights of the Owners of the Bonds are adversely affected by actions of the Trustee under the 
Indenture; 

(b) to make such provisions for the purpose of curing any ambiguity or of correcting, curing, 
or supplementing any defective provision contained in the Indenture or in regard to questions arising 
under the Indenture which the Authority may deem desirable or necessary and not inconsistent herewith 
or which may be required by S&P for a rating on the Bonds, and which shall not adversely affect the 
interests of the Owners; or 

(c) to prescribe further limitations and procedures regarding the use of the proceeds of the 
Bonds and the moneys held under the Indenture in order to comply with any United States Treasury 
Regulations and any amendments thereto or any federal legislation now pending or hereafter enacted 
governing the exclusion from gross income for purposes of federal income taxation of the interest on the 
Bonds. 

Disqualified Bonds 

Bonds owned or held by or for the account of the Authority or the City shall not be deemed 
Outstanding for the purpose of any consent or other action or any calculation of Outstanding Bonds 
provided in the Indenture, and shall not be entitled to consent to or take any other action provided in the 
Indenture. 

Events of Default and Acceleration of Maturities 

If one or more of the following events (each, an “Event of Default”) shall happen, that is to say: 

(a) if default shall be made in the due and punctual payment of the interest on any Bond 
when and as the same shall become due and payable; provided, however, that in determining whether a 
payment default has occurred or whether a payment on the Bonds has been made under the Indenture, no 
effect shall be given to payments made under the Bond Insurance Policy; 

(b) if default shall be made in the due and punctual payment of the principal of or redemption 
premium, if any, on any Bond when and as the same shall become due and payable, whether at maturity 
as therein expressed or by proceedings for redemption; provided, however, that in determining whether a 
payment default has occurred or whether a payment on the Bonds has been made under the Indenture, no 
effect shall be given to payments made under the Bond Insurance Policy; 

(c) if default shall be made by the Authority in the performance of any of the other 
agreements or covenants required in the Indenture to be performed by the Authority, and such default 
shall have continued for a period of sixty (60) days after the Authority shall have been given notice in 
writing of such default by the Trustee; 
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(d) if any Event of Default (as defined in the Installment Purchase Agreement) shall have 
occurred and be continuing under the Installment Purchase Agreement; or 

(e) if the Authority shall file a petition or answer seeking arrangement or reorganization 
under the federal bankruptcy laws or any other applicable law of the United States of America or any state 
therein, or if a court of competent jurisdiction shall approve a petition filed with or without the consent of 
the Authority seeking arrangement or reorganization under the federal bankruptcy laws or any other 
applicable law of the United States of America or any state therein, or if under the provisions of any other 
law for the relief or aid of debtors any court of competent jurisdiction shall assume custody or control of 
the Authority or of the whole or any substantial part of its property; 

then and in each and every such case during the continuance of such Event of Default the Trustee 
may, and, upon the written direction of the Bond Insurer, so long as the Bond Insurer is not in default in 
its payment obligations under the Bond Insurance Policy, or the written request of the Owners of not less 
than twenty-five percent (25%) in aggregate principal amount of the Bonds then Outstanding, with the 
consent of the Bond Insurer, shall, by notice in writing to the Authority and the Bond Insurer, declare the 
principal of all Bonds then Outstanding and the interest accrued thereon to be due and payable 
immediately, and upon any such declaration the same shall become due and payable, anything contained 
in the Indenture or in the Bonds to the contrary notwithstanding.  The provision described in this 
paragraph, however, is subject to the condition that if at any time after the Bonds have been so declared 
due and payable and before any judgment or decree for the payment of the moneys due shall have been 
obtained or entered, the City shall deposit with the Trustee a sum sufficient to pay the unpaid principal 
amount of the Bonds due prior to such declaration and the accrued interest on those of such Bonds as are 
Bonds, with interest on such overdue installments at the rate or rates applicable thereto in accordance with 
their terms, and the reasonable fees and expenses of the Trustee, and any and all other defaults known to 
the Authority (other than in the payment of the Bonds due and payable solely by reason of such 
declaration) shall have been made good or cured to the satisfaction of the Authority or provision deemed 
by the Authority to be adequate shall have been made therefor, then and in every such case the Authority, 
by written notice to the City, may rescind and annul declaration and its consequences; but no such 
rescission and annulment shall extend to or shall affect any subsequent default or shall impair or exhaust 
any right or power consequent thereon.  In the event of payment default as provided in subsection (a) or 
(b) above, the Trustee shall notify the Bond Insurer immediately of such default and in the event of all 
other Events of Default as provided in the Indenture, the Trustee shall notify the Bond Insurer within 
thirty (30) days of the Trustee’s actual knowledge thereof. 

Anything in the Indenture to the contrary notwithstanding, upon the occurrence and continuance 
of an Event of Default, the Bond Insurer, so long as the Bond Insurer is not in default in its payment 
obligations under the Bond Insurance Policy, shall be entitled to control and direct the enforcement of all 
rights and remedies granted to the Owners of the Bonds insured by the Bond Insurer or the Trustee for the 
benefit of the Owners of such Bonds under the Indenture, including, without limitation, the right to 
declare the principal of all Bonds then Outstanding and the interest accrued thereon to be due and payable 
immediately, as well as the right to rescind and annul such declaration and its consequences.  The Bond 
Insurer shall be entitled to notify the Authority, the Trustee, or any applicable receiver of the occurrence 
of an Event of Default with respect to the Bonds and request the Trustee or such receiver to intervene in 
judicial proceedings that affect such Bonds or the security therefor.  The Trustee or such receiver shall be 
required to accept such notice of Event of Default from the Bond Insurer. 

Waiver of Events of Default; Effect of Waiver 

The Trustee shall waive any Event of Default under the Indenture and its consequences and 
rescind any declaration of acceleration upon the written direction of the Bond Insurer, so long as the Bond 
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Insurer is not in default in its payment obligations under the Bond Insurance Policy, or the written request 
of the Owners of at least a majority in aggregate principal amount of the Bonds then Outstanding.  If any 
Event of Default shall have been waived as provided in the Indenture, the Trustee shall promptly give 
written notice of such waiver to the Authority and shall give notice thereof by first class mail, postage 
prepaid, to all Owners of Outstanding Bonds if such Owners had previously been given notices of such 
Event of Default; but no such waiver, rescission, and annulment shall extend to or affect any subsequent 
Event of Default or impair any right or remedy consequent thereon. 

No delay or omission of the Trustee, the Bond Insurer, or of any Owner of the Bonds to exercise 
any right or power accruing upon any default or Event of Default shall impair any such right or power or 
shall be construed to be a waiver of any such default or Event of Default or an acquiescence therein; and 
every power and remedy given by the Indenture to the Trustee, the Bond Insurer, and to the Owners of the 
Bonds, respectively, may be exercised from time to time and as often as may be deemed expedient. 

Rights of Owners 

Anything in the Indenture to the contrary notwithstanding, subject to the limitations and 
restrictions as to the rights of the Owners in the Indenture, upon the happening and continuance of any 
Event of Default, the Owners of not less than twenty-five percent (25%) in aggregate principal amount of 
the Bonds then Outstanding shall have the right, upon providing the Trustee security and indemnity 
reasonably satisfactory to it against the costs, expenses, and liabilities to be incurred therein or thereby, by 
an instrument in writing executed and delivered to the Trustee, to direct the method and place of 
conducting all remedial proceedings to be taken by the Trustee under the Indenture with respect to such 
Bonds. 

The Trustee may refuse to follow any direction that conflicts with law or the Indenture or that the 
Trustee determines is prejudicial to rights of other Owners or would subject the Trustee to personal 
liability. 

Restriction on Owners’ Action 

In addition to the other restrictions on the rights of Owners to request action upon the occurrence 
of an Event of Default and to enforce remedies set forth in the Indenture, no Owner of any of the Bonds 
shall have any right to institute any suit, action, or proceeding in equity or at law for the enforcement of 
any trust under the Indenture, or any other remedy under the Indenture or on said Bonds, unless such 
Owner previously shall have given to the Trustee written notice of an Event of Default as provided in the 
Indenture and unless the Owners of not less than twenty-five percent (25%) in aggregate principal amount 
of the Bonds then Outstanding shall have made written request of the Trustee to institute any such suit, 
action, proceeding, or other remedy, after the right to exercise such powers or rights of action, as the case 
may be, shall have accrued, and shall have afforded the Trustee a reasonable opportunity either to proceed 
to exercise the powers granted in the Indenture, or to institute such action, suit, or proceeding in its or 
their name; nor unless there also shall have been offered to the Trustee security and indemnity satisfactory 
to it against the costs, expenses, and liabilities to be incurred therein or thereby, and the Trustee shall not 
have complied with such request within a reasonable time; and such notification, request, and offer of 
indemnity are declared in every such case, at the option of the Trustee, to be conditions precedent to the 
execution of the trusts of the Indenture or for any other remedy under the Indenture; it being understood 
and intended that no one or more Owners of the Bonds secured by the Indenture shall have any right in 
any manner whatever by his or their action to affect, disturb, or prejudice the security of the Indenture, or 
to enforce any right under the Indenture or under the Bonds, except in the manner in the Indenture 
provided, and that all proceedings at law or in equity shall be instituted and maintained in the manner in 
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the Indenture provided, and for the equal benefit of all Owners of Outstanding Bonds; subject, however, 
to the provisions of the Indenture. 

Defeasance 

(a) If the Authority shall pay or cause to be paid or there shall otherwise be paid to the 
Owners of any Outstanding Bonds the interest thereon and the principal thereof and the redemption 
premiums, if any, thereon at the times and in the manner stipulated therein and in the Indenture, the 
Owners of such Bonds shall cease to be entitled to the pledge of the Revenues as provided in the 
Indenture, and all agreements, covenants, and other obligations of the Authority to the Owners of such 
Bonds under the Indenture shall thereupon cease, terminate, and become void and be discharged and 
satisfied.  In such event, the Trustee shall execute and deliver to the Authority all such instruments as may 
be necessary or desirable to evidence such discharge and satisfaction, and the Trustee shall pay over or 
deliver to the Authority all money or securities held by it pursuant hereto which are not required for the 
payment of the interest on and principal of and redemption premiums, if any, on such Bonds. 

Subject to the provisions of the above paragraph, when any of the Bonds shall have been paid and 
if, at the time of such payment, the Authority shall have kept, performed, and observed all the covenants 
and promises in such Bonds and in the Indenture required or contemplated to be kept, performed, and 
observed by the Authority or on its part on or prior to that time, then the Indenture shall be considered to 
have been discharged in respect of such Bonds and such Bonds shall cease to be entitled to the lien of the 
Indenture and such lien and all covenants, agreements, and other obligations of the Authority under the 
Indenture shall cease, terminate, become void, and be completely discharged as to such Bonds. 

Notwithstanding the satisfaction and discharge of the Indenture or the discharge of the Indenture 
in respect of any Bonds, those provisions of the Indenture relating to the maturity of the Bonds, interest 
payments and dates thereof, exchange and transfer of Bonds, replacement of mutilated, destroyed, lost, or 
stolen Bonds, the safekeeping and cancellation of Bonds, nonpresentment of Bonds, and the duties of the 
Trustee in connection with all of the foregoing, remain in effect and shall be binding upon the Trustee and 
the Owners of the Bonds and the Trustee shall continue to be obligated to hold in trust any moneys or 
investments then held by the Trustee for the payment of the principal of, redemption premium, if any, and 
interest on the Bonds, to pay to the Owners of Bonds the funds so held by the Trustee as and when such 
payment becomes due.  Notwithstanding the satisfaction and discharge of the Indenture or the discharge 
of the Indenture in respect of any Bonds, those provisions of the Indenture relating to the compensation of 
the Trustee shall remain in effect and shall be binding upon the Trustee and the Authority. 

Notwithstanding anything in the Indenture to the contrary, in the event that the principal or 
interest due with respect to the Bonds shall be paid by the Bond Insurer pursuant to the Bond Insurance 
Policy, the Bonds shall remain Outstanding for all purposes, not be defeased or otherwise satisfied, and 
not be considered paid by the Authority, and the assignment and pledge of the Revenues and all covenants, 
agreements, and other obligations of the Authority to the Owners of such Bonds shall continue to exist 
and shall run to the benefit of the Bond Insurer, and the Bond Insurer shall be subrogated to the rights of 
such Owners. 

(b) Any Outstanding Bonds shall prior to the maturity date or redemption date thereof be 
deemed to have been paid within the meaning of and with the effect expressed in subsection (a) above if 
(1) in case any of such Bonds are to be redeemed on any date prior to their maturity date, the Authority 
shall have given to the Trustee in form satisfactory to it irrevocable instructions to mail, on a date in 
accordance with the provisions of the Indenture, notice of redemption of such Bonds on said redemption 
date, said notice to be given in accordance with the Indenture, (2) there shall have been deposited with the 
Trustee either (A) money in an amount which shall be sufficient or (B) direct non-callable obligations of 
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the United States of America and securities fully and unconditionally guaranteed as to the timely payment 
of principal and interest by the United States of America, to which direct obligations or guaranteed 
securities the full faith and credit of the United States of America has been pledged, Refcorp interest 
strips, CATS, TIGRS, STRPS, or defeased municipal bonds rated AAA by S&P or Aaa by Moody’s (or 
any combination thereof) (or any such other obligations or securities as shall be approved in writing by 
the Bond Insurer) the interest on and principal of which when paid will provide money which, together 
with the money, if any, deposited with the Trustee at the same time, shall, as verified by an independent 
certified public accountant, be sufficient to pay when due the interest to become due on such Bonds on 
and prior to the maturity date or redemption date thereof, as the case may be, and the principal of and 
redemption premiums, if any, on such Bonds, (3) in the event such Bonds are not by their terms subject to 
redemption within the next succeeding sixty (60) days, the Authority shall have given the Trustee in form 
satisfactory to it irrevocable instructions to mail as soon as practicable, a notice to the Owners of such 
Bonds and the Bond Insurer that the deposit required by clause (2) above has been made with the Trustee 
and that such Bonds are deemed to have been paid as described in this paragraph and stating the maturity 
date or redemption date upon which money is to be available for the payment of the principal of and 
redemption premiums, if any, on such Bonds, and (4) in the case of Book-Entry Bonds, the Trustee shall 
give notice to the Depository of the redemption of all or part of such Book-Entry Bonds on the date 
proceeds or other funds are deposited in escrow with respect to such Book-Entry Bonds.  In connection 
with clause (2)(B) above, if a forward supply contract is employed in connection with the refunding of 
Bonds, (x) the verification report from an independent certified public accountant (as described such 
clause (B)(2)) shall expressly state that the adequacy of the escrow to accomplish the refunding relies 
solely on the initial escrowed investments and the maturing principal thereof and interest income thereon 
and does not assume performance under or compliance with the forward supply contract and (y) the 
applicable escrow agreement or other authorizing document shall provide that in the event of any 
discrepancy or difference between the terms of the forward supply contract and such agreement or other 
document, the terms of such agreement or other document shall be controlling.  Mandatory redemption or 
purchase in whole must occur no later than the earlier of the first possible tender or redemption date. 

(c) After the payment of (i) all the interest of and principal on all Outstanding Bonds as 
provided in the Indenture and (ii) all other amounts then due under the Indenture and under or with 
respect to the Reserve Policy, the Trustee shall execute and deliver to the City and the Authority all such 
instruments as may be necessary or desirable to evidence the discharge and satisfaction of the Indenture, 
and the Trustee shall pay over or deliver to the Authority all moneys or securities held by it pursuant 
hereto which are not required for the payment of the interest and principal represented by such Bonds or 
any amounts due under or with respect to the Reserve Policy.  Notwithstanding the discharge and 
satisfaction of the Indenture, Owners of Bonds shall thereafter be entitled to payments due under the 
Bonds pursuant to the Installment Purchase Agreement, but only from amounts deposited pursuant to the 
Indenture and from no other source. 

Unclaimed Money 

Anything contained in the Indenture to the contrary notwithstanding, the Trustee shall notify the 
Authority and the Bond Insurer of any money held by the Trustee in trust for the payment and discharge 
of any of the Bonds which has remained unclaimed for two (2) years after the date when such Bonds have 
become due and payable, either at their stated maturity dates or by call for redemption prior to maturity, if 
such money was held by the Trustee at such date, or for two (2) years after the date of deposit of such 
money if deposited with the Trustee.  The Trustee shall at the Written Request of the Authority repay 
such money to the Authority as its absolute property free from trust, and the Trustee shall thereupon be 
released and discharged with respect thereto and the Owners shall look only to the Authority for the 
payment of such Bonds. 
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THE INSTALLMENT PURCHASE AGREEMENT 

Purchase and Sale of Project 

Pursuant to the Installment Purchase Agreement, the City agrees to purchase from the Authority, 
and the Authority agrees to sell to the City, for the Purchase Price, the Project in accordance with the 
provisions of the Installment Purchase Agreement.  All right, title, and interest in the Project sold to the 
City by the Authority shall immediately vest in the City on the Closing Date without further action on the 
part of the City or the Authority. 

Purchase Price 

The Purchase Price to be paid by the City under the Installment Purchase Agreement to the 
Authority, solely from Net System Revenues and from no other sources, is the aggregate amount of debt 
service scheduled to be paid on the Bonds, subject to prepayment as provided in the Installment Purchase 
Agreement. 

Installment Payments 

(a) The City shall, subject to any rights of prepayment provided in the Installment Purchase 
Agreement, pay to the Authority, solely from Net System Revenues and from no other sources, the 
Purchase Price in Installment Payments to June 1, 2034, in the amounts and on the Installment Payment 
Dates as set forth in the Installment Purchase Agreement.  Pursuant to the Indenture, the Installment 
Payments are to be applied to the payment of the principal of and interest on the Bonds and Installment 
Payments shall be made in amounts that are sufficient, but no more than sufficient, to pay the scheduled 
payments of principal of and interest on the Outstanding Bonds.  If and to the extent that, on any 
Installment Payment Date, there are amounts on deposit in the Payment Fund established under the 
Indenture, which amounts are not being held for the payment of specific Bonds, said amounts shall be 
credited against the Installment Payment due on such date.  If all or a portion of the Bonds are no longer 
Outstanding as a result of redemption, early retirement through purchase by the City or the Authority, or 
defeasance of such Bonds, the schedule of Installment Payments set forth in the Installment Purchase 
Agreement hereto shall be deemed to have been modified so that the Installment Payments are sufficient, 
but no more than sufficient, to pay the scheduled payments of principal of and interest on the Outstanding 
Bonds.  Upon any such redemption, purchase, or defeasance, the City shall recalculate Installment 
Payments and shall provide the Trustee with a modified schedule of Installment Payments. 

(b) Each Installment Payment shall be paid to the Trustee, as assignee of the Authority, no 
later than one (1) Business Day prior to the applicable Installment Payment Date, in lawful money of the 
United States of America, in funds which will be immediately available following payment.  In the event 
the City fails to make any of the payments required to be made by it under the Installment Purchase 
Agreement, such payment shall continue as an obligation of the City until such amount shall have been 
fully paid. 

(c) The City shall, on or before June 30 of each Fiscal Year, deposit or cause to be deposited, 
solely from Net System Revenues, in the Reserve Fund such amounts as are necessary to increase the 
amount on deposit therein to the Reserve Requirement for the Bond Year in which such June 30 occurs.  
Furthermore, in the event that the Trustee at any time notifies the City that the amount on deposit in the 
Reserve Fund is less than the Reserve Requirement, the City shall deposit or cause to be deposited, solely 
from Net System Revenues, in the Reserve Fund such amounts as are necessary to increase the amount on 
deposit therein to the Reserve Requirement.  The foregoing deposits by the City shall include, without 
limitation, the repayment of any drawings under the Reserve Policy. 
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(d) The obligation of the City to make the Installment Payments solely from Net System 
Revenues is absolute and unconditional, and until such time as the Purchase Price shall have been paid in 
full (or provision for the payment thereof shall have been made pursuant to the Installment Purchase 
Agreement), the City shall not discontinue or suspend any Installment Payments required to be made by it 
under the Installment Purchase Agreement when due, whether or not the Project or any part thereof is 
operating or operable or has been completed, or its use is suspended, interfered with, reduced, curtailed, 
or terminated in whole or in part, and such Installment Payments shall not be subject to reduction whether 
by offset or otherwise and shall not be conditional upon the performance or nonperformance by any party 
of any agreement for any cause whatsoever. 

Pledge of the Net System Revenues 

All Net System Revenues are pledged under the Installment Purchase Agreement to the payment 
of the Obligations as provided in the Installment Purchase Agreement, and the Net System Revenues shall 
not be used for any other purpose while any of the Installment Payments remain unpaid; provided, 
however, that out of the Net System Revenues there may be apportioned such sums for such purposes as 
are expressly permitted by the Installment Purchase Agreement.  This pledge shall constitute a first lien 
on the Net System Revenues for the payment of the Obligations. 

Allocation of System Revenues 

(a) In order to carry out and effectuate the pledge contained in the Installment Purchase 
Agreement, the City agrees and covenants that all System Revenues shall be received by the City in trust 
and shall be deposited when and as received in the Wastewater Revenue Fund, which fund the City agrees 
and covenants to maintain so long as any Installment Payments remain unpaid, and all moneys in the 
Wastewater Revenue Fund shall be so held in trust and applied and used solely as provided in the 
Installment Purchase Agreement.  The City shall disburse System Revenues from the Wastewater 
Revenue Fund to pay, in the following order of priority, (i) all Maintenance and Operation Costs of the 
Wastewater System, (ii) to (x) the Trustee, as assignee of the Authority, the Installment Payments as and 
when due under the Installment Purchase Agreement and (y) the appropriate entity, the Contract 
Payments (other than Installment Payments) and principal and interest payments on City Bonds as and 
when they become due and payable pursuant to the instrument under which they are issued or arise, and 
(iii) to (1) the Reserve Fund created under the Indenture, any amounts necessary to make up any 
deficiency in the Reserve Requirement and (2) the reserve fund created with respect to or for the benefit 
of any other Obligation, any amounts necessary to make up any deficiency in such fund.  In the event 
there are insufficient Net System Revenues to make all of the payments contemplated by clause (ii) of the 
preceding sentence, then said payments provided shall be made, as nearly as practicable, pro rata, based 
upon the respective principal amounts of the Installment Payments, City Bonds, and other Contract 
Payments then due and payable.  In the event there are insufficient Net System Revenues to make all of 
the payments contemplated by clause (iii) of such preceding sentence, then said payments provided shall 
be made, as nearly as practicable, pro rata, based upon the respective deficient amounts in the applicable 
reserve funds. 

(b) After all of the payments contemplated by the immediately preceding paragraph have 
been made, any System Revenues remaining in the Wastewater Revenue Fund may from time to time be 
used to pay for capital expenditures for the Wastewater System or any other Wastewater System purpose, 
including payments on account of subordinated debt, provided that, after any such payment, there will 
remain in the Wastewater Revenue Fund an amount at least equal to the amount reasonably estimated by 
the City to be needed to provide for the payment of all Maintenance and Operations Costs of the 
Wastewater System during the next forty-five (45) days. 
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Additional Obligations 

The City may at any time incur Additional Obligations payable on a parity with the payment by 
the City of the Installment Payments provided: 

(a) there shall not have occurred and be continuing an Event of Default under the terms of 
the Installment Purchase Agreement or the Indenture; and 

(b) the City obtains or provides a certificate or certificates prepared by a Consultant showing 
that: 

(i) the Net System Revenues as shown by the books of the City for the twelve (12) 
calendar months ending prior to the incurring of such Additional Obligations shall have amounted 
to at least the sum of (x) one hundred percent (100%) of Debt Service for such twelve (12) 
calendar month period, plus (y) the amount by which the amount on deposit in the Wastewater 
Revenue Fund on the date prior to the first day of such twelve (12) calendar month period was 
less than twenty-five percent (25%) of Maximum Annual Debt Service; for purposes of preparing 
the certificate or certificates described above, the Consultant or Consultants may rely upon 
financial statements prepared by the City, which have not been subject to audit by an Independent 
Certified Public Accountant if audited financial statements for the Fiscal Year or period are not 
available; 

(ii) the estimated Net System Revenues for the twelve (12) calendar months 
following the date of incurring such Additional obligations will be at least equal to one hundred 
percent (100%) of Debt Service on all Obligations to be outstanding immediately after the 
incurring of such Additional Obligations; and 

(iii) the amount on deposit in the Wastewater Revenue Fund on the date of incurring 
such Additional Obligations is at least equal to twenty-five percent (25%) of Maximum Annual 
Debt Service as of the date of incurring of such Additional Obligations. 

(c) For purposes of the computations to be made as described in clause (ii) above, the 
determination of the Net System Revenues: 

(i) may take into account any increases in rates and charges that relate to the 
Wastewater System and shall take into account any reduction in such rates and charges that will 
be effective prior to or at the time of incurring such proposed Additional Obligations; 

(ii) may take into account an allowance for any estimated increase in such Net 
System Revenues from any revenue producing additions to or improvements or extensions of the 
Wastewater System to be made with the proceeds of such Additional Obligations or with the 
proceeds of Obligations previously issued, as shown by a certificate of a Consultant; 

(iii) for the period contemplated by clause (ii) above, Maintenance and Operation 
Costs of the Wastewater System shall be deemed to be the same as for the period for which a 
calculation is done pursuant to clause (i) above, but adjusted, if deemed necessary by the 
Consultant, for any increased Maintenance and Operation Costs of the Wastewater System which 
are, in the judgment of the Consultant, essential to maintaining and operating the Wastewater 
System, including any additions or betterments thereto to be made with the proceeds of such 
Additional Obligations; and 
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(iv) in the event that any Policy Costs (as defined in the Indenture) are owing and 
past due to the Bond Insurer, the City shall not incur any Additional Obligations as provided in 
the Installment Purchase Agreement without the prior written consent of the Bond Insurer. 

The certificate or certificates described above shall not be required if the Additional Obligations 
being incurred are for the purpose of refunding then outstanding Obligations and at the time of the 
incurring of such Additional Obligations a certificate of an Authorized City Representative shall be 
delivered showing that Maximum Annual Debt Service on all outstanding Obligations after the incurring 
of such Additional Obligations will not exceed Maximum Annual Debt Service on all Obligations 
outstanding prior to the incurring of such Additional Obligations. 

Covenants of the City 

Compliance with Installment Purchase Agreement.  The City shall punctually pay the 
Installment Payments in strict conformity with the terms of the Installment Purchase Agreement, and shall 
faithfully observe and perform all the agreements, conditions, covenants, and terms contained in the 
Installment Purchase Agreement required to be observed and performed by it, and shall not terminate the 
Installment Purchase Agreement for any cause including, without limiting the generality of the foregoing, 
any acts or circumstances that may constitute failure of consideration, destruction of or damage to the 
Project, commercial frustration of purpose, any change in the tax or other laws of the United States of 
America or of the State of California or any political subdivision of either, or any failure of the Authority 
to observe or perform any agreement, condition, covenant, or term contained in the Installment Purchase 
Agreement required to be observed and performed by it, whether express or implied, or any duty, liability, 
or obligation arising out of or connected herewith or the insolvency, or deemed insolvency, or bankruptcy 
or liquidation of the Authority or any force majeure, including acts of God, tempest, storm, earthquake, 
war, rebellion, riot, civil disorder, acts of public enemies, blockade or embargo, strikes, industrial disputes, 
lock outs, lack of transportation facilities, fire, explosion, or acts or regulations of governmental 
authorities. 

The City shall faithfully observe and perform all the agreements, conditions, covenants, and terms 
contained in the Indenture required to be observed and performed by it, and it is expressly understood and 
agreed by and between the parties to the Installment Purchase Agreement that, subject to the provisions of 
the Installment Purchase Agreement, each of the agreements, conditions, covenants, and terms contained 
in each such contract and agreement is an essential and material term of the purchase of and payment for 
the Project by the City pursuant to, and in accordance with, and as authorized under the laws of the State 
of California. 

Against Encumbrances.  The City shall not mortgage or otherwise encumber, pledge, or place 
any charge upon the Wastewater System or any part thereof, or upon any of the System Revenues, prior to 
or on a parity with the Obligations, other than the Obligations. 

So long as any Obligations are outstanding, the City will not issue any bonds or incur obligations 
payable from System Revenues or secured by a pledge, lien, or charge upon the System Revenues prior to 
or on a parity with the Obligations, other than the Obligations. 

Nothing in the Installment Purchase Agreement, and particularly nothing in the preceding two 
paragraphs, shall prevent the City from authorizing and issuing bonds, notes, warrants, certificates, or 
other obligations or evidences of indebtedness which as to principal or interest, or both, (i) are payable 
from System Revenues after and subordinate to the payment from System Revenues of the principal of 
and interest on the Obligations, or (ii) are payable from moneys that are not System Revenues. 
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Reserve Fund.  The City shall maintain or cause to be maintained the Reserve Fund at the 
Reserve Requirement.  In the event the amount therein falls below the Reserve Requirement, the City 
shall replenish or cause to be replenished the Reserve Fund up to the Reserve Requirement from the first 
available Net System Revenues as provided in the Installment Purchase Agreement or as otherwise 
permitted under the Indenture. 

Against Sale or Other Disposition of Property.  The City shall not sell, lease, or otherwise 
dispose of the Wastewater System or any part thereof essential to the proper operation of the Wastewater 
System or to the maintenance of the System Revenues, except as provided in the Installment Purchase 
Agreement.  The City shall not enter into any agreement or lease which impairs the operation of the 
Wastewater System or any part thereof necessary to secure adequate Net System Revenues for the 
payment of the Obligations or which would otherwise impair the rights of the Authority with respect to 
the System Revenues or the operation of the Wastewater System.  Any real or personal property which 
has become inoperative or which is not needed for the efficient and proper operation of the Wastewater 
System, or any material or equipment which has become worn out, may be sold if such sale will not 
materially reduce the Net System Revenues and if the proceeds of such sale are deposited in the 
Wastewater Revenue Fund. 

Against Competitive Facilities.  The City shall not, to the extent permitted by existing law, 
construct, acquire, maintain, or operate and shall not, to the extent permitted by existing law and within 
the scope of its powers, permit any other public or private agency, authority, district, or political 
subdivision or any person whomsoever to acquire, construct, maintain, or operate within the City any 
system competitive with the Wastewater System. 

Maintenance and Operation of the Wastewater System; Budgets.  The City shall maintain and 
preserve the Wastewater System in good repair and working order at all times and shall operate or cause 
to be operated the Wastewater System in an efficient and economical manner and shall pay or cause to be 
paid all Maintenance and Operation Costs of the Wastewater System as they become due and payable.  
On or before August 1 of each Fiscal Year, commencing August 1, 2004, the City shall adopt, and, on or 
before three hundred (300) days after the beginning of the Fiscal Year, file with the Authority, the Bond 
Insurer, and the Trustee a budget approved by the City Council of the City that appropriates amounts for 
the payment of Obligations payable during such Fiscal Year. 

Amount of Rates and Charges; Operating Reserves.  The City shall fix, prescribe, and collect 
fees, rates, and charges for the Wastewater System which will be at least sufficient to yield during each 
Fiscal Year Net System Revenues equal to the sum of (a) one hundred percent (100%) of the Debt Service 
for such Fiscal Year and the Policy Costs, if any, then due and owing to the Bond Insurer under the 
Reserve Policy, plus (b) the amount by which the amount on deposit in the Wastewater Revenue Fund on 
the last day of the immediately preceding Fiscal Year was less than twenty-five percent (25%) of 
Maximum Annual Debt Service as of such day.  The City may make adjustments from time to time in 
such rates and charges and may make such classification thereof as it deems necessary, but shall not 
reduce the rates and charges then in effect unless the Net System Revenues from such reduced rates and 
charges will at all times be sufficient to meet the requirements of the Installment Purchase Agreement. 

Payment of Claims.  The City shall pay and discharge any and all lawful claims for labor, 
materials, or supplies which, if unpaid, might become a lien on the Net System Revenues or any part 
thereof or on any funds in the hands of the City or the Trustee which might impair the security of the 
Installment Payments, but the City shall not be required to pay such claims if the validity thereof shall be 
contested in good faith. 
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Compliance with Contracts.  The City shall comply with, keep, observe, and perform all 
agreements, conditions, covenants, and terms, express or implied, required to be performed by it 
contained in all contracts for the use of the Wastewater System and all other contracts affecting or 
involving the Wastewater System to the extent that the City is a party thereto. 

 Insurance.  

(a) The City shall procure and maintain or cause to be procured and maintained insurance on 
the Wastewater System with responsible insurers, or provide self insurance (which may be provided in the 
form of risk-sharing pools), in such amounts and against such risks (including accident to or destruction 
of the Wastewater System) as are usually covered in connection with systems similar to the Wastewater 
System, exclusive of earthquake and flood insurance.  In the event of any damage to or destruction of the 
Wastewater System caused by the perils covered by such insurance or self insurance, the Net Proceeds 
thereof shall be applied to the reconstruction, repair, or replacement of the damaged or destroyed portion 
of the Wastewater System.  The City shall begin such reconstruction, repair, or replacement promptly 
after such damage or destruction shall occur, and shall continue and properly complete such 
reconstruction, repair, or replacement as expeditiously as possible, and shall pay out of such Net Proceeds 
all costs and expenses in connection with such reconstruction, repair, or replacement so that the same 
shall be completed and the Wastewater System shall be free and clear of all claims and liens unless the 
City determines that such property or facility is not necessary to the efficient or proper operation of the 
Wastewater System and therefore determines not to reconstruct, repair, or replace such project or facility.  
If such Net Proceeds exceed the costs of such reconstruction, repair, or replacement, then the excess Net 
Proceeds shall be deposited in the Wastewater Revenue Fund and be available for other proper uses of 
funds deposited in the Wastewater Revenue Fund. 

(b) The City shall procure and maintain such other insurance which it shall deem advisable 
or necessary to protect its interests and the interests of the Authority, which insurance shall afford 
protection in such amounts and against such risks as are usually covered in connection with systems 
similar to the Wastewater System; provided that any such insurance may be maintained under a self-
insurance program so long as such self-insurance is maintained in the amounts and manner usually 
maintained in connection with systems similar to the Wastewater System and is, in the opinion of an 
accredited actuary, actuarially sound. 

All policies of insurance required to be maintained in the Installment Purchase Agreement shall, 
to extent reasonably obtainable, provide that the Authority and the Trustee shall be given thirty (30) days 
written notice of any intended cancellation thereof or reduction of coverage provided thereby.  The City 
shall certify in a Certificate of the Finance Director to the Trustee annually on or before July 1 of each 
Fiscal Year that it is in compliance with the insurance requirements under the Installment Purchase 
Agreement, provided that the Trustee shall not be responsible for obtaining or maintaining insurance as 
required in the Installment Purchase Agreement.  If the City has elected to satisfy any insurance 
requirement under the Installment Purchase Agreement through self insurance, the City shall provide to 
the Trustee annually on or before July 1 of each Fiscal Year a certificate of an accredited actuary or the 
City’s Finance and Management Services Director, at the option of the City, certifying in writing that 
such self insurance is adequate to meet the particular requirements of the Installment Purchase Agreement. 
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 Accounting Records; Financial Statements and Other Reports. 

(a) The City shall keep appropriate accounting records in which complete and correct entries 
shall be made of all transactions relating to the Wastewater System, which records shall be available for 
inspection by the Authority, the Bond Insurer, and the Trustee at reasonable hours and under reasonable 
conditions.  The Trustee shall have no duty to inspect such records. 

(b) The City shall prepare and file with the Authority and the Bond Insurer annually within 
three hundred (300) days after the close of each Fiscal Year (commencing with the Fiscal Year ending 
June 30, 2004) financial statements of the City for the preceding Fiscal Year prepared in accordance with 
generally accepted accounting principles, together with an Accountant’s Report thereon. 

Projection of Security Rights of the Authority.  The City shall preserve and protect the security 
of the Installment Purchase Agreement and the rights of the Authority to the Installment Payments under 
the Installment Purchase Agreement and shall warrant and defend such rights against all claims and 
demands of all persons. 

Payment of Taxes and Compliance with Government Regulations.  The City shall pay and 
discharge all taxes, assessments, and other governmental charges which may hereafter be lawfully 
imposed upon the Wastewater System or any part thereof or upon the System Revenues when the same 
shall become due.  The City shall duly observe and comply with all valid regulations and requirements of 
any governmental authority relative to the operation of the Wastewater System or any part thereof, but the 
City shall not be required to comply with any regulations or requirements so long as the validity or 
application thereof shall be contested in good faith. 

Collection of Rates and Charges; No Free Service.  The City shall have in effect at all times 
rules and regulations for the payment of bills for Wastewater Services.  In each case where such bill 
remains unpaid in whole or in part after it becomes delinquent, the City may discontinue the service, and 
such premises shall not thereafter be reconnected to the service except in accordance with City operating 
rules and regulations governing such situations of delinquency.  The City shall not permit any part of the 
Wastewater System or any facility thereof to be used or taken advantage of free of charge by any 
authority, firm, or person, or by any public agency (including the United States of America, the State of 
California, and any city, county, district, political subdivision, or public authority or agency of any 
thereof). 

Eminent Domain Proceeds.  If all or any part of the Wastewater System shall be taken by 
eminent domain proceedings, the Net Proceeds thereof shall be applied to the replacement of the property 
or facilities so taken, unless the City determines that such property or facility is not necessary to the 
efficient or proper operation of the Wastewater System and therefore determines not to replace such 
property or facilities.  Any Net Proceeds of such award not applied to replacement or remaining after such 
work has been completed shall be deposited in the Wastewater Revenue Fund and be available for other 
proper uses of funds deposited in the Wastewater Revenue Fund. 

Tax. Covenants.  The City shall contest by court action or otherwise any assertion by the United 
States of America or any department or agency thereof that the interest received by the Owners is 
includable in gross income of such recipients under federal income tax laws.  Notwithstanding any other 
provision of the Installment Purchase Agreement, absent an opinion of Bond Counsel that the exclusion 
from gross income of interest with respect to the Bonds will not be adversely affected for federal income 
tax purposes, the City shall comply with all applicable requirements of the Code necessary to preserve 
such exclusion from gross income and the City specifically covenants, without limiting the generality of 
the foregoing, as follows: 
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(A) Private Activity.  The City shall take no action or refrain from taking any action 
or make any use of the proceeds of the Bonds or of any other moneys or property that would 
cause the Bonds to be “private activity bonds” within the meaning of Section 141 of the Code. 

(B) Arbitrage.  The City shall make no use of the proceeds of the Bonds or of any 
other amounts or property, regardless of the source, or take any action or refrain from taking any 
action that will cause the Bonds to be “arbitrage bonds” within the meaning of Section 148 of the 
Code. 

(C) Federal Guaranty.  The City shall make no use of the proceeds of the Bonds or 
take or omit to take any action that would cause the Bonds to be “federally guaranteed” within the 
meaning of Section 149(b) of the Code. 

(D) Information Reporting.  The City shall take or cause to be taken all necessary 
action to comply with the informational reporting requirement of Section 149(e) of the Code. 

(E) Hedge Bonds.  The City shall make no use of the proceeds of the Bonds or any 
other amounts or property, regardless of the source, or take any action or refrain from taking any 
action that would cause the Bonds to be considered “hedge bonds” within the meaning of 
Section 149(g) of the Code unless the City takes all necessary action to assure compliance with 
the requirements of Section 149(g) of the Code to maintain the exclusion from gross income of 
interest on the Bonds for federal income tax purposes. 

(F) Miscellaneous.  The City shall take no action or refrain from taking any action 
inconsistent with its expectations stated in the Tax Certificate executed by the City in connection 
with the issuance of the Bonds and shall comply with the covenants and requirements stated 
therein and incorporated by reference in the Installment Purchase Agreement. 

Further Assurances.   The City shall adopt, deliver, execute, and make any and all further 
assurances, instruments, and resolutions as may be reasonably necessary or proper to carry out the 
intention or to facilitate the performance of the Installment Purchase Agreement and for the better 
assuring and confirming unto the Authority of the rights and benefits provided to it in the Installment 
Purchase Agreement. 

Operate Wastewater System.  The City shall operate the Wastewater System in an efficient and 
economical manner, provided that the City may remove from service on a temporary or permanent basis 
such part or parts of the Wastewater System, so long as the City shall have filed with the Trustee an 
Engineer’s Report stating that such removal will not materially adversely affect Net System Revenues.  
Notwithstanding the foregoing, the City may contract with one or more private operators to operate and 
maintain all or any portion of the Wastewater System; provided that said operation is under the 
supervision of the City and all revenue derived from the operation of the Wastewater System will be 
deposited in the Wastewater Revenue Fund. 

Events of Default and Remedies of the Authority 

If one or more of the following Events of Default shall happen, that is to say — 

(i) if default shall be made in the due and punctual payment of or on account of any 
Obligation as the same shall become due and payable; 



 

A-31 

(ii) if default shall be made by the City in the performance of any of the agreements 
or covenants required in the Installment Purchase Agreement to be performed by it (other than as 
specified in (i) above), and such default shall have continued for a period of sixty (60) days after 
the City shall have been given notice in writing of such default by the Authority; 

(iii) if any Event of Default shall have occurred under the Indenture and shall be 
continuing; or 

(iv) if the City shall file a petition or answer seeking arrangement or reorganization 
under the federal bankruptcy laws or any other applicable law of the United States of America or 
any state therein, or if a court of competent jurisdiction shall approve a petition filed with or 
without the consent of the City seeking arrangement or reorganization under the federal 
bankruptcy laws or any other applicable law of the United States of America or any state therein, 
or if under the provisions of any other law for the relief or aid of debtors any court of competent 
jurisdiction shall assume custody or control of the City or of the whole or any substantial part of 
its property; 

then and in each and every such case during the continuance of such Event of Default the Authority shall 
upon the written request of the Owners of twenty-five percent (25%) or more of the aggregate Obligations 
outstanding, by notice in writing to the City, declare the entire principal amount of the unpaid Installment 
Payments and the accrued interest thereon to be due and payable immediately, and upon any such 
declaration the same shall become immediately due and payable, anything contained in the Installment 
Purchase Agreement to the contrary notwithstanding.  This subsection, however, is subject to the 
condition that if at any time after the entire principal amount of the unpaid Installment Payments and the 
accrued interest thereon shall have been so declared due and payable and before any judgment or decree 
for the payment of the moneys due shall have been obtained or entered, the City shall deposit with the 
Authority a sum sufficient to pay the unpaid principal amount of the Installment Payments or the unpaid 
payment of any other Contract or City Bond referred to in clause (i) above due prior to such declaration 
and the accrued interest thereon, with interest on such overdue installments at the rate or rates applicable 
thereto in accordance with their terms, and the reasonable expenses of the Authority, and any and all other 
defaults known to the Authority (other than in the payment of the entire principal amount of the unpaid 
Installment Payments and the accrued interest thereon due and payable solely by reason of such 
declaration) shall have been made good or cured to the satisfaction of the Authority or provision deemed 
by the Authority to be adequate shall have been made therefor, then and in every such case the Authority, 
by written notice to the City, may rescind and annul such declaration and its consequences; but no such 
rescission and annulment shall extend to or shall affect any subsequent default or shall impair or exhaust 
any right or power consequent thereon. 

Application of Net System Revenues Upon Acceleration 

All Net System Revenues received after the date of the declaration of acceleration by the 
Authority as provided in the Installment Purchase Agreement shall be applied as provided in the 
Indenture. 

Other Remedies of the Authority 

The Authority shall have the right, subject to receipt of consent from the Bond Insurer — 

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its rights 
against the City or any councilmember, officer, or employee thereof, and to compel the City or any such 
councilmember, officer, or employee to perform and carry out its or his duties under law and the 
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agreements and covenants required to be performed by it or him contained in the Installment Purchase 
Agreement; 

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the rights of 
the Authority; or 

(c) by suit in equity upon the happening of an Event of Default to require the City and its 
councilmembers, officers, and employees to account as the trustee of an express trust. 

Discharge of Obligations 

If the Authority shall pay or cause to be paid or there shall otherwise be paid to the Owners of all 
Outstanding Bonds the interest thereon and the principal thereof and the redemption premiums, if any, 
thereon or if all Outstanding Bonds shall be deemed to have been paid at the times and in the manner 
stipulated in the Indenture, and if all Policy Costs owing to the Bond Insurer shall have been paid, then all 
agreements, covenants, and other obligations of the City under the Installment Purchase Agreement shall 
thereupon cease, terminate, and become void and be discharged and satisfied. 

Amendments 

Each of the Installment Purchase Agreement, the Sale Agreement, and the Agency Agreement 
may be amended in writing as may be mutually agreed by the City and the Authority, with the written 
consent of the Bond Insurer, so long as the Bond Insurer is not in default in its payment obligations under 
the Bond Insurance Policy, and the Owners of a majority in aggregate principal amount of the Bonds then 
Outstanding pursuant to the Indenture, provided that no such amendment shall (a) extend the payment 
date of any Installment Payment, or reduce the amount of any Installment Payment without the prior 
written consent of the Owner of each Authority Bond so affected, (b) reduce the percentage of principal 
amount of Bonds the consent of the Owners of which is required for the execution of any amendment of 
the Installment Purchase Agreement, or (c) amend the provisions relating to the tax covenants in the 
Installment Purchase Agreement without an unqualified opinion of Bond Counsel to the effect that such 
amendment does not materially adversely affect the exclusion of interest on the Bonds received by the 
Owners from gross income for federal income tax purposes. 

Each of the Installment Purchase Agreement, the Sale Agreement, and the Agency Agreement 
and the rights and obligations of the City and the Authority thereunder may also be amended or 
supplemented at any time by an amendment thereof or supplement thereto, which shall become binding 
upon execution by the City and the Authority, without the written consent of any Owners of the Bonds 
but with the written consent of the Bond Insurer, so long as such Bond Insurer is not in default in its 
payment obligations under the Bond Insurance Policy, but only to the extent permitted by law and only 
upon receipt of an unqualified opinion of Bond Counsel selected by the City and approved by the 
Authority to the effect that such amendment or supplement is permitted by the provisions of the 
Installment Purchase Agreement and is not inconsistent with the Installment Purchase Agreement, the 
Sale Agreement, or the Agency Agreement, as applicable, and does not adversely affect the exclusion of 
interest on the Bonds received by the Owners thereof from gross income for federal income tax purposes, 
and only for any one or more of the following purposes — 

(i) to add to the covenants and agreements of the Authority or the City contained in 
the Installment Purchase Agreement, the Sale Agreement, or the Agency Agreement, as 
applicable, other covenants and agreements thereafter to be observed or to surrender any right or 
power therein reserved to or conferred upon the Authority or the City, and which shall not 
materially adversely affect the interests of the Owners of the Bonds; 
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(ii) to cure, correct, or supplement any ambiguous or defective provision contained 
in the Installment Purchase Agreement, the Sale Agreement, or the Agency Agreement, as 
applicable, or in regard to questions arising under the Installment Purchase Agreement, the Sale 
Agreement, or the Agency Agreement, as applicable, as the Authority or the City may deem 
necessary or desirable and which shall not materially adversely affect the interests of the Owners 
of the Bonds; or 

(iii) to make such other amendments or modifications that shall not materially 
adversely affect the interests of the Owners of the Bonds. 

 

THE SALE AGREEMENT 

The Sale Agreement is entered into between the City and the Authority and, pursuant to its terms, 
the City sells the Project to the Authority, and the Authority purchases the Project from the City.  Title to 
the Project shall be deemed conveyed to and vested in the Authority, as provided in the Sale Agreement, 
without the necessity of any other instrument or document of conveyance.  The term of the Sale 
Agreement shall be concurrent with the term of the Installment Purchase Agreement.  The obligations of 
the Authority to perform and observe the agreements on its part contained in the Sale Agreement shall be 
absolute and unconditional, and, until such time as the Installment Purchase Agreement shall expire or be 
terminated in accordance with its provisions therefor, the Authority (i) shall perform and observe all of its 
agreements contained in the Sale Agreement and (ii) shall not terminate the Sale Agreement for any cause 
including, without limiting the generality of the foregoing, any acts or circumstances that may constitute 
failure of consideration, destruction of, or damage to the Project, commercial frustration of purpose, any 
change in the tax or other laws of the United States of America or of the State of California or any 
political subdivision of either, or any failure of the City to perform and observe any agreement, whether 
express or implied, or any duty, liability, or obligation arising out of or connected with the Sale 
Agreement. 

THE AGENCY AGREEMENT 

The Agency Agreement is entered into between the City and the Authority and, pursuant to its 
terms, the Authority irrevocably appoints the City as its agent to carry out all phases of the supervision 
and completion of the Project and the City, as agent of the Authority, assumes all rights, duties, 
responsibilities, and liabilities of the Authority regarding such supervision and completion of the Project.  
Under the Agency Agreement and in accordance with its terms, the City, as agent of the Authority, shall 
enter into any purchase order, construction management agreement, architectural or engineering contract, 
or construction contract required for the construction, acquisition, and improvement of the Project. 
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APPENDIX B 

GENERAL INFORMATION CONCERNING 
THE CITY OF OXNARD 

The Bonds do not constitute a general obligation debt of the City of Oxnard and the City has 
not pledged its full faith and credit to the repayment of the Bonds.  The following information is 
presented for informational purposes only. 

General 

The City of Oxnard (the “City”) is located in western Ventura County (the “County”) on the 
shore of the Pacific Ocean. The City is approximately 65 miles northwest of the City of Los Angeles, 35 
miles south of the City of Santa Barbara, and 6 miles south of the county seat of the County. The City is 
the financial hub of the County and the largest city in the County, with a population estimated at nearly 
182,000 in 2003, accounting for approximately 23% of the County’s population. The City has become a 
premier center of County industrial activity since 1996 with the start of nine new industrial buildings 
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Property Tax Rates 

In June of 1978, California voters approved Proposition 13 (the Jarvis-Gann Initiative), which 
added Article XIIIA to the California Constitution.  Article XIIIA limits ad valorem taxes on real 
property to 1% of the full cash value, plus taxes necessary to repay indebtedness approved by the voters 
prior to July 1, 1978.  Voter-approved obligations of the City are comprised of the City’s 1969 Storm 
Drain Bond and an obligation referred to as the “Public Safety Retirement.”  The 1969 Storm Drain Bond 
was redeemed and paid as of June 30, 1994.  The following table details the City’s property tax rates for 
the last 10 fiscal years. 

 
City of Oxnard 

Property Tax Rates 
1994 through 2003 

 

Year Ended 
June 30 County Tax 

City District (Public 
Safety Retirement 

Debt) School Districts Water Districts Total Tax Rates 
      

1994 1.00% 0.0495% 0.0685% 0.2693% 1.3873% 
1995 1.00 0.0380 0.0805 0.2913 1.4098 
1996 1.00 0.0362 0.0773 0.3105 1.4240 
1997 1.00 0.0367 0.0807 0.3328 1.4502 
1998 1.00 0.0367 0.1360 0.3449 1.5176 
1999 1.00 0.0367 0.1491 0.1212 1.3070 
2000 1.00 0.0475 0.1740 0.0979 1.3194 
2001 1.00 0.0475 0.1714 0.0977 1.3166 
2002 1.00 0.0575 0.1867 0.0723 1.3165 
2003 1.00 0.0675 0.1748 0.0817 1.3140 

_________________________ 
Source: City’s Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2003. 

 
Property Tax Levies, Collections and Delinquencies 

The Ventura County Tax Collector collects ad valorem property tax levies representing taxes 
levied for each fiscal year on taxable real and personal property which is situated in the County as of the 
preceding March 1.  Unsecured taxes are assessed and payable on March 1 and become delinquent 
August 31 in the next fiscal year.  Accordingly, unsecured taxes are levied at the rate applicable to the 
fiscal year preceding the one in which they are paid. 

One half of the secured tax levy is due November 1 and becomes delinquent December 10; the 
second installment is due February 1 and becomes delinquent April 10.  A ten percent (10%) penalty is 
added to any late installment. 

Property owners may redeem property upon payment of delinquent taxes and penalties.  Tax-
delinquent properties are subject to a redemption penalty of one and one-half percent (1-1/2%) of the 
delinquent amount every month commencing on July 1 following the date on which the property became 
tax-delinquent.  Properties may be redeemed under an installment plan by paying current taxes, plus 20% 
of delinquent taxes each year for five years, with interest accruing at one and one-half percent (1-1/2%) 
per month on the unpaid balance. 

The following table details the City’s property tax levies, collections and delinquencies for the 
last 10 fiscal years. 
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City of Oxnard 
Property Tax Levies, Collections and Delinquencies 

1994 through 2003 

Year Ended 
June 30 Total Tax Levy 

Current Tax 
Collections 

Percent of Levy 
Collected 

Delinquent Tax 
Collections 

Total Tax 
Collections 

Total 
Collections as a 
Percentage of 

Tax Levy 
       

1994 $17,571,000 $17,467,060 99.40% $621,750 $18,088,810 102.95% 
1995 17,318,091 17,000,969 98.17 567,432 17,568,401 101.45 
1996 18,296,398 16,831,456 91.99 569,431 17,400,887 95.11 
1997 18,233,366 17,033,821 93.42 487,301 17,521,122 96.09 
1998 18,113,687 17,712,334 97.78 250,440 17,962,774 99.17 
1999 15,014,300 14,868,769 99.03 189,551 15,058,320 100.29 
2000 17,038,470 17,317,763 101.64 99,032 17,416,795 102.22 
2001 23,380,000 23,484,567(1) 100.45 90,164 23,574,731 100.83 
2002 25,900,000 25,718,029 99.30 284,711 26,002,740 100.40 
2003 30,040,000 29,892,747 99.51 190,546 29,233,880 97.32 

 _________________________ 
 (1)  Voter-approved tax for $3,977,315 was transferred from trust and agency to the special revenue fund in fiscal year 2001. 
 Source: City’s Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2003. 

 
Assessed Property Values 

The following table details the assessed value of the real and personal property within the City for 
the last 10 fiscal years. 

City of Oxnard 
Assessed Property Values 

1994 through 2003 
 

Year Ended 
June 30 

Real Property 
Assessed Value 

Personal Property 
Assessed Value Exemptions Total Assessed Value 

     
1994 $6,082,455,163 $108,703,880 $692,726,941 $5,498,432,102 
1995 6,215,308,381 117,493,334 697,128,516 5,635,673,199 
1996 6,312,352,104 119,814,735 667,234,581 5,764,932,258 
1997 6,307,831,466 101,123,835 720,506,163 5,688,449,138 
1998 6,473,207,602 94,844,935 722,494,121 5,845,558,416 
1999 6,605,309,284 95,463,165 737,477,086 5,963,295,363 
2000 6,844,276,538 91,597,348 874,969,634 6,060,904,252 
2001 7,645,814,717 97,930,553 846,810,724 6,896,934,546 
2002 8,351,831,139 111,351,225 905,863,935 7,557,318,429 
2003 9,093,618,247 124,301,084 1,110,078,014 8,107,847,317 

  _________________________ 
  Source: City’s Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2003. 
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Principal Taxpayers 

The following table lists the principal taxpayers in the City as of June 30, 2003. 
 

City of Oxnard 
Principal Taxpayers 

Taxpayer Type of Business Assessed Valuation 

Percentage of 
Total Assessed 

Valuation 
    
The Procter & Gamble Paper Products Company Manufacturing-Paper Products $  266,576,290 3.288% 
St. John’s Regional Medical Center Hospital 197,985,333 2.442 
Weyerhauser Company Processed Paper Manufacturer 67,743,700 0.836 
Seminis Inc. Seeds 50,181,887 0.619 
Fred Kavli Real Estate Development 46,674,747 0.576 
GSA Vintage-Rose Apartment Real Estate Development 45,440,709 0.560 
Tiger Ventura County Real Estate Development 42,892,799 0.529 
Parc Rose Ltd. Partnership Real Estate Development 40,525,627 0.500 
BMW of North America Inc. Auto Preparation 40,482,613 0.499 
AT&T Credit Corporation Trust Commercial Credit 39,798,173 0.491 
Donwen Corporation Commercial Development 37,884,905 0.467 
M&H Realty Partners IV LP Real Estate Development  37,215,418 0.459 
Ocean Vista Power Generation Utility 32,859,049 0.405 
PEGH Investments LLC Real Estate Development 31,351,458 0.387 
Other Taxpayers Various 7,130,228,609 87.942 
Totals  $8,107,841,317 100.000% 
_________________________ 
Source: City’s Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2003. 

Outstanding Debt 

 The City uses a variety of tax increment, revenue and lease indebtedness to finance various 
capital acquisitions.  The outstanding balances for indebtedness as of June 30, 2003, are set forth in the 
following table: 

 

City of Oxnard 
Outstanding Debt 

(As of June 30, 2003) 

Type of Debt 
Outstanding Balance 
(as of June 30, 2003) 

  
Tax Allocation Bonds (1) $ 13,850,000.00 
Revenue Bonds (2) 89,774,000.00 
Certificates of Participation 8,245,000.00 
 Total $111,869,000.00 

___________________________ 

(1) The tax allocation bonds are paid from the increment revenue of property taxes levied within the City’s redevelopment and 
renewal areas.  The Central Revitalization Project and other redevelopment areas currently are administered by the Oxnard 
Community Development Commission. 

(2) Revenue bonds include issues used to finance projects for public parking, civic auditorium, sewer and treatment expansion and 
public housing.  Debt service on these issues is paid from the revenues of the appropriate enterprise funds and the City’s General 
Fund. 

Source: City’s Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2003. 
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Direct and Overlapping Bonded Debt 

The following table details the City’s direct and overlapping bonded debt as of June 30, 2003. 

City of Oxnard 
Direct and Overlapping Bonded Debt 

(As of June 30, 2003) 

Jurisdiction 

Net Debt 
Outstanding 

(June 30, 2003) 

Percentage of 
Debt Applicable 

to the City of 
Oxnard (Before 

Exclusions) 
Less: 

Exclusions (1) 

Amount of 
Debt 

Applicable to 
the City of 

Oxnard 
Direct Bonded Debt:     
City of Oxnard Financing Authorities $ 28,985,000 100.000% $28,985,000  -- 
City of Oxnard – Pooled Insurance Obligation 1,079,342 100.000 1,079,342 -- 
City of Oxnard – 1915 Act Bonds 43,180,000 100.000 43,180,000 -- 
City of Oxnard Community Facilities District 1 9,740,000 100.000 9,740,000 -- 
City of Oxnard Community Facilities District 88-1 1,935,000 100.000 1,935,000 -- 
Oxnard Boulevard Interchange Community District    10,490,000 100.000    10,490,000 -- 
   Total Direct Bonded Debt $ 95,409,342  $ 95,409,342 -- 
Overlapping Bonded Debt:     
Metropolitan Water District $     3,194,481 0.719% -- $     22,968 
Ventura County Community College District 11,408,700 13.422 -- 1,531,276 
Ventura County Superintendent of Schools – COP 271,044 13.418 -- 36,369 
Ventura County Community College District – COP 1,287,841 13.422 -- 172,854 
Ventura County General Fund Obligations 11,191,954 13.418 -- 1,501,736 
Ventura County Pension Obligation 11,982,274 13.418 -- 1,607,782 
Oxnard Union High School District 22,955,092 43.230 -- 9,923,486 
Oxnard Union High School District – COP 7,984,581 43.230 -- 3,451,734 
Oxnard School District 68,990,155 90.722 -- 62,589,248 
Oxnard School District – COP 6,123,735 90.722 -- 5,555,575 
Rio School District 15,749,257 83.484 -- 13,148,110 
Rio School District – COP 4,650,059 83.484 -- 3,882,055 
Hueneme School District 5,577,484 49.934 -- 2,785,061 
Ocean View School District 1,438,483 38.617 -- 555,499 
Ocean View School District – COP         880,468 38.617           --        340,010 
   Total Overlapping Bonded Debt $173,685,608            --  $107,103,763 
   Total Direct and Overlapping Bonded Debt $269,094,950  $95,409,342 $107,103,763 
_________________________ 
(1) Exclusions represent all bonds that are not tax supported obligations of the City. 
Source: City’s Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2003. 

Employment 

The following tables present the available labor force data and unemployment rates for five years 
for the City and the County. 

City and County 
Labor Force and Unemployment Figures 

(1998 through 2002) 
  City   County 

Year Labor Force Unemployment Rate  Labor Force Unemployment Rate 
2002 86,760 7.8%  426,100 5.5% 
2001 85,200 6.5  418,700 4.6 
2000 83,850 6.5  409,600 4.5 
1999 80,740 6.9  393,500 4.8 
1998 79,170 8.0  384,900 5.6 

    
Source: State of California, Employment Development Department. 
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Taxable Retail Sales 

Consumer spending in calendar year 2002 resulted in $1,900,536 in taxable sales in the City, 
which is approximately 7.06% above calendar year 2001.  Although the taxable sales figures for each type 
of business are not yet available from the California Board of Equalization, the following table sets forth 
information regarding taxable sales in the City for each type of business for calendar years 1999 through 
2002. 

City of Oxnard 
Taxable Retail Sales by Type of Business 

1999 - 2002 
(000s) 

 
       1999       2000     2001 2002 

Apparel stores $   50,341 $   43,441 $   46,037 $   53,650 
General merchandise stores 262,491 241,410 257,339 273,297 
Food stores 66,763 66,134 64,173 67,002 
Eating and drinking places 121,892 128,529 133,815 145,771 
Home furnishings and appliances 45,114 44,273 54,840 76,151 
Building mat. and farm implmts. 183,951 187,530 205,872 200,206 
Auto dealers and auto supplies 321,044 345,079 412,761 472,647 
Service stations 69,170 87,773 93,812 94,533 
Other retail stores 188,381 200,655 197,837 204,148 
 Total Retail Outlets 1,309,147 1,344,824 1,466,486 1,587,405 
All Other Outlets 256,213 275,985 308,660 313,131 
Total All Outlets $1,565,360 $1,620,809 $1,775,146 $1,900,536 

________________________ 
Source: California State Board of Equalization. 

Transportation 

Oxnard is served by all major modes of transportation. Both U.S. Highway 101 and State 
Highway 1 pass through the City, linking it with the Los Angeles metropolitan area and Santa Barbara 
County. Rail passenger service is provided by AMTRAK, which has a station in the City. Two trains 
daily pass through each direction and stop at the Oxnard station.  Metrolink provides commuters from the 
Oxnard Transportation Center with several daily routes to the Los Angeles basin, including downtown 
Los Angeles. Southern Pacific Railroad provides freight rail service to the City. The Ventura County 
Railroad Company connects Port Hueneme, the Ormond Beach Industrial Area, the CB Base and 
surrounding industrial areas to the Southern Pacific line. The Port of Hueneme, owned and operated by 
the Oxnard Harbor District, is the only commercial deep-draft harbor between Los Angles and San 
Francisco. The port has five 600 to 700 foot berths and a 35-foot entrance channel depth. Completed in 
1989 was an $18 million expansion of the harbor that included the addition of an automobile terminal and 
the construction of a new wharf. The Port’s acquisition of 33 acres from the Navy in 1997 has enabled it 
to increase facilities for importing foreign automobiles. Automobile imports increased by 12.7% in 1997, 
making the Port one of the top 10 entry points in the U.S. for foreign automobiles. The Channel Islands 
Harbor is a modern 3,000 slip boat marina which also serves the Oxnard area in the capacity of a 
recreational marina. The Oxnard Airport is operated by Ventura County as a general and commercial 
aviation air field. The Oxnard Airport handles passenger as well as cargo services. Feeder service to Los 
Ageless International Airport is provided by United Express and American Eagle. Local bus service is 
provided by South Coast Area Transit System (SCAT), a regional public transit agency funded by the 
County and member cities. Service is available in Ojai, Ventura, Oxnard and Port Hueneme.  The 
Greyhound bus line provides passenger and parcel service from its Oxnard station. Great American 
Stagelines provides passenger services between Oxnard and Los Angeles every hour.  A multi-modal 
transportation center located in downtown Oxnard brings together all these forms of transportation. 
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Education 

There are twenty-nine elementary, three junior high and five senior high schools located in and 
around the City, plus eight parochial and private schools. The City is served by Oxnard College, which 
has an enrollment of over 5,700 students. The 119-acre campus is located on Rose Avenue between 
Channel Island Boulevard and Pleasant Valley Road. Oxnard College currently offers degree and 
certificate programs. The newly-completed California State University campus at Channel Islands 
(CSUCI) opened in fall 2002 with approximately 1,320 full time transfer students and welcomed 
freshmen in fall 2003.  In addition, two campuses of the University of California, Santa Barbara (UCSB) 
and Los Angeles (UCLA), one campus of the California State University, Northridge (CSUN), and two 
private universities, Pepperdine and California Lutheran University, are within a fifty minute drive. 

Recreation 

The City offers its residents a wide range of recreational facilities.  The beach parks, marina and 
neighborhood and regional parks add up to nearly 1,500 acres of park land. McGrath State Beach Park, 
located south of the Santa Clara River mouth, covers 295 acres and includes over a mile of ocean 
frontage. Overnight camping and day picnics are the main use of that park. Oxnard Beach Park includes 
62 acres with concession stands and facilities for day picnics and sports. Silver Strand Beach, south of the 
Harbor entrance, and Hollywood Beach, north of the entrance, are day beach facilities.  Channel Islands 
Marina is a recreational boating marina administered by Ventura County.  The City has over thirty 
neighborhood parks located throughout the City. A tennis and softball center is located at Community 
Center Park.  Additionally, Wilson Park contains the largest senior citizen center in the Tri-County area. 

The City owns the River Ridge Golf Course, an 18-hole, 7,010-yard championship golf course 
located on the south side of the Santa Clara River. The City also owns a 1,600-seat Performing Arts 
Center located on Hobson Way in the heart of the City. 
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APPENDIX D 

FORM OF BOND COUNSEL OPINION 

Closing Date, 2004 
Board of Directors 
City of Oxnard Financing Authority 
300 West Third Street 
Oxnard, California  93030 

$80,000,000 
City of Oxnard Financing Authority 

Wastewater Revenue Bonds 
2004 Series A 

(Final Opinion) 
Ladies and Gentlemen: 

We have acted as Bond Counsel in connection with the issuance by the City of Oxnard Financing 
Authority (the “Authority”) of $80,000,000 aggregate principal amount of the City of Oxnard Financing 
Authority Wastewater Revenue Bonds, 2004 Series A (the “Bonds”), pursuant to the Marks-Roos Local 
Bond Pooling Act of 1985, Article 4 of Chapter 5 of Division 7 of Title 1 of the California Government 
Code, and the provisions of an Indenture, dated as of June 1, 2004 (the “Indenture”), by and between the 
Authority and Wells Fargo Bank, National Association, as trustee (the “Trustee”).  Capitalized terms used 
but not otherwise defined herein shall have the meanings ascribed to them in the Indenture and in the 
Installment Purchase Agreement, dated as of June 1, 2004 (the “Installment Purchase Agreement”), by 
and between the City of Oxnard (the “City”) and the Authority, as applicable. 

In such connection, we have reviewed the Indenture, the Installment Purchase Agreement, the 
Tax Certificate of the City and the Authority, dated the date hereof (the “Tax Certificate”), opinions of the 
City Attorney, certifications of the City, the Authority, and others, and such other documents, opinions, 
and matters to the extent we deemed necessary to render the opinions set forth herein. 

Certain agreements, requirements, and procedures contained or referred to in the Indenture, the 
Installment Purchase Agreement, the Tax Certificate, and other relevant documents may be changed and 
certain actions (including, without limitation, defeasance of the Bonds) may be taken or omitted under the 
circumstances and subject to the terms and conditions set forth in such documents.  No opinion is 
expressed herein as to any Bond or the interest thereon if any such change occurs or action is taken or 
omitted upon the advice or approval of counsel other than ourselves. 

The opinions expressed herein are expressed only on and as of the date hereof and are based on 
an analysis of existing laws, regulations, rulings, and judicial decisions and cover certain matters not 
directly addressed by such authorities.  Such opinions may be affected by actions taken or omitted or 
events occurring after the date hereof.  Changes to existing law may occur hereafter and could have 
retroactive effect. We have not undertaken to determine, or to inform any person, whether any such 
actions are taken or omitted or events do occur.  Our engagement with respect to the Bonds has concluded 
with their issuance, and we disclaim any obligation to update this opinion.  We have assumed the 
genuineness of all documents and signatures presented to us (whether as originals or copies) and the due 
and legal execution and delivery thereof by, and validity against, any parties other than the City.  We have 
not undertaken to verify independently, and have assumed, the accuracy of the factual matters represented, 
warranted, or certified in the documents, and of the legal conclusions contained in the opinions, referred 
to in the second paragraph hereof. 
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Furthermore, we have assumed compliance with all covenants and agreements contained in the 
Indenture, the Installment Purchase Agreement, and the Tax Certificate, including (without limitation) 
covenants and agreements compliance with which is necessary to assure that future actions, omissions, or 
events will not cause interest on the Bonds to be included in gross income for federal income tax purposes.  
In addition, we call attention to the fact that the rights and obligations under the Bonds, the Indenture, the 
Installment Purchase Agreement, and the Tax Certificate may be subject to bankruptcy, insolvency, 
reorganization, arrangement, fraudulent conveyance, moratorium, and other similar laws relating to or 
affecting creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion 
in appropriate cases, and to the limitations on legal remedies against cities and joint powers authorities in 
the State of California. 

We undertake no responsibility for the accuracy, completeness, or fairness of the Official 
Statement or other offering material relating to the Bonds and express no opinion with respect thereto.  
We express no opinion regarding the perfection or priority of the lien on the Revenues or the Net System 
Revenues. 

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the 
following opinions: 

1. The obligation of the City to pay the Installment Payments under the Installment 
Purchase Agreement constitutes a valid and binding limited obligation of the City.  The 
Bonds constitute the valid and binding limited obligations of the Authority. 

2. The Indenture creates a valid pledge, to secure the payment of the principal of and 
interest on the Bonds, of the Revenues.  The Installment Purchase Agreement creates a 
valid pledge, to secure the payment of the principal of and interest on the Bonds, of the 
Net System Revenues. 

3. Interest on the Bonds is excludable from gross income for federal income tax purposes 
under Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”), and 
is exempt from State of California personal income taxes.  Interest on the Bonds is not a 
specific preference item for purposes of the federal individual or corporate alternative 
minimum taxes, although we observe that such interest is included in adjusted current 
earnings in calculating corporate alternative minimum taxable income.  We express no 
opinion regarding other tax consequences relating to the ownership or disposition of, or 
the accrual or receipt of interest on, the Bonds. 

Except as stated in paragraph 3, we express no opinion as to federal or State of California tax 
consequences of the ownership of the Bonds, including whether interest on the Bonds is (a) included in 
the calculation of the amount subject to the “branch-level” tax imposed by Section 884 of the Code upon 
the earnings of certain foreign corporations engaged in a trade or business within the United States or (b) 
included in the income of certain Subchapter S corporations for purposes of the tax imposed thereon by 
Section 1375 of the Code.  We also express no opinion as to any other federal, state or local or any 
foreign tax consequences with respect to acquisition, ownership or disposition of the Bonds.  

Respectfully submitted, 
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APPENDIX E 

FORM OF CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement (the “Disclosure Agreement”) is executed and delivered 
by and between the City of Oxnard Financing Authority (the “Authority”) and Wells Fargo Bank, 
National Association, in its capacity as dissemination agent (the “Dissemination Agent”), in connection 
with the issuance by the Authority of its Wastewater Revenue Bonds, 2004 Series A, in the aggregate 
principal amount of $80,000,000 (the “Bonds”).  The Bonds are being issued pursuant to the Marks-Roos 
Local Bond Pooling Act of 1985, Article 4 of Chapter 5 of Division 7 of Title 1 of the California 
Government Code, and the provisions of an Indenture, dated as of June 1, 2004 (the “Indenture”), by and 
between the Authority and Wells Fargo Bank, National Association, as trustee (the “Trustee”), in order to 
provide funds to finance improvements to the City’s wastewater system.  The Authority and the 
Dissemination Agent hereby covenant and agree as follows: 

Section 1. Purpose of the Disclosure Agreement.  This Disclosure Agreement is being 
executed and delivered by the parties hereto for the benefit of the holders and beneficial owners of the 
Bonds and in order to assist the Participating Underwriter in complying with the Rule. 

Section 2. Definitions.  In addition to the definitions set forth in the Indenture and in the 
Installment Purchase Agreement, dated as of June 1, 2004 (the “Installment Purchase Agreement”), by 
and between the Authority and the City of Oxnard (the “City”), which apply to any capitalized term used 
in this Disclosure Agreement, unless otherwise defined in this Section, the following capitalized terms 
shall have the following meanings: 

“Annual Report” shall mean any Annual Report provided by the Authority pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Agreement. 

“Annual Report Date” shall mean the date in each year that is nine (9) months after the end of the 
Authority’s fiscal year, the end of which, as of the date of this Disclosure Agreement, is June 30. 

“Dissemination Agent” shall mean, initially, Wells Fargo Bank, National Association, acting in 
its capacity as Dissemination Agent hereunder, or any successor Dissemination Agent that is so 
designated in writing by the Authority and has filed with the then-current Dissemination Agent a written 
acceptance of such designation. 

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Agreement. 

“National Repository” shall mean any Nationally Recognized Municipal Securities Information 
Repository then listed by the Securities and Exchange Commission as a repository for purposes of the 
Rule. 

“Official Statement” shall mean the Official Statement relating to the Bonds. 

“Participating Underwriter” shall mean the original underwriter of the Bonds required to comply 
with the Rule in connection with offering of the Bonds. 

“Repository” shall mean each National Repository and each State Repository. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 
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“State Repository” shall mean any public or private repository or entity designated by the State 
of California as a state repository for the purpose of the Rule and recognized by the Securities and 
Exchange Commission. As of the date of this Disclosure Agreement, there is no State Repository. 

Section 3. Provision of Annual Reports. 

(a) The Authority shall, or shall cause the Dissemination Agent to, not later than the Annual 
Report Date, commencing March 31, 2005, provide to each Repository and any Participating Underwriter 
an Annual Report which is consistent with the requirements of Section 4 of this Disclosure Agreement, 
with a copy to the Trustee.  Not later than fifteen (15) Business Days prior to said date, the Authority shall 
provide its Annual Report to the Dissemination Agent, if such Dissemination Agent is a different entity 
than the Authority.  The Annual Report may be submitted as a single document or as separate documents 
comprising a package, and may include by reference other information as provided in Section 4 of this 
Disclosure Agreement; provided that the audited financial statements of the City may be submitted 
separately from and later than the balance of the Annual Report if they are not available by the applicable 
Annual Report Date.  If the Authority’s fiscal year changes, it shall give notice of such change in the 
same manner as for a Listed Event under Section 5(c).  The Authority shall provide a written certification 
with each Annual Report furnished to the Dissemination Agent to the effect that such Annual Report 
constitutes the Annual Report required to be furnished hereunder.  The Dissemination Agent may 
conclusively rely upon such certification of the Authority and shall have no duty or obligation to review 
such Annual Report. 

(b) If the Authority is unable to provide the Repositories with an Annual Report by the date 
required in subsection (a), the Authority shall send a notice to the Municipal Securities Rulemaking Board 
in substantially the form attached as Exhibit A. 

(c) The Dissemination Agent shall: 

1. determine each year prior to the date for providing the Annual Report the name 
and address of each National Repository and each State Repository, if any; 

2. file a report with the Authority and the Trustee (if the Dissemination Agent is 
other than the Trustee) certifying that the Annual Report has been provided 
pursuant to this Disclosure Agreement, stating the date it was provided and 
listing all the Repositories to which it was provided; and 

3. take any other actions mutually agreed upon between the Dissemination Agent 
and the Authority. 

Section 4. Content of Annual Reports.  The Annual Report shall contain or incorporate by 
reference the following: 

(a) Audited financial statements of the City, which include information regarding the funds 
and accounts of the Authority, if any, prepared in accordance with generally accepted accounting 
principles as promulgated to apply to governmental entities from time to time by the Governmental 
Accounting Standards Board.  If such audited financial statements are not available at the time the Annual 
Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain unaudited financial 
statements, and the audited financial statements shall be filed in the same manner as the Annual Report 
when they become available. 
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(b) The following information with respect to the City, the Authority and the Bonds for the 
fiscal year to which the Annual Report relates, which information may be provided by its inclusion in the 
audited financial statements of the City for such Fiscal Year described in subsection (a) above: 

1. Principal amount of the Bonds (including principal amount and years of maturity of 
Bonds, if any, called for redemption in advance of maturity) and any bonds issued to 
refund the same. 

2. Balance in the funds and accounts established under the Indenture as of the fiscal year for 
which the annual report relates. 

3. If a reserve fund insurance policy is not in effect and the amount on deposit in the 
Reserve Fund is not equal to the Reserve Fund Requirement, the amount of the 
delinquency or surplus, as applicable. 

4. Information regarding any material changes in the status of construction and/or operation 
of the Project, as described in the Official Statement under the heading “THE 
PROJECT.” 

5. Information regarding any material changes to the facilities comprising the Wastewater 
System, or the operation thereof, as described in the Official Statement under the 
following subheadings of the section entitled “WASTEWATER SYSTEM”: 

--  Service Area 
--  Sources of Wastewater System Revenues 
--  Wastewater Rates and Charges 
--  Wastewater Connection Fees 
--  Actual and Projected Operating Results (only actual results required) 
--  Fiscal Year 2003-2004 Budget (updated for applicable Fiscal Year) 
--  Outstanding Debt 
--  Plans for Future Indebtedness   

Any or all of the items listed above may be included by specific reference to other documents, 
including official statements of debt issues of the City, the Authority or related public entities, which have 
been submitted to each of the Repositories or the Securities and Exchange Commission.  If the document 
included by reference is a final official statement, it must be available from the Municipal Securities 
Rulemaking Board.  The Authority shall clearly identify each such other document so included by 
reference. 

Section 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Authority shall give, or cause to be given, 
notice of the occurrence of any of the following events with respect to the Bonds, if material: 

1. Principal and interest payment delinquencies. 

2. Non-payment related defaults. 

3. Unscheduled draws on debt service reserves reflecting financial difficulties. 

4. Unscheduled draws on credit enhancements reflecting financial difficulties. 
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5. Substitution of credit or liquidity providers, or their failure to perform. 

6. Adverse tax opinions or events affecting the tax-exempt status of the security. 

7. Modifications to rights of security holders. 

8. Bond calls. 

9. Defeasances. 

10. Release, substitution, or sale of property securing repayments of the securities. 

11. Rating changes. 

(b) Whenever the Authority obtains knowledge of the occurrence of a Listed Event, the 
Authority shall as soon as possible determine if such event would be material under applicable federal 
securities law. 

(c) If the Authority determines that knowledge of the occurrence of a Listed Event would be 
material under applicable federal securities law, the Authority shall promptly file a notice of such 
occurrence with the Municipal Securities Rulemaking Board and each Repository, with a copy to the 
Trustee and the Participating Underwriter.  Notwithstanding the foregoing, notice of Listed Events 
described in subsections (a)(8) and (9) need not be given under this subsection any earlier than the notice 
(if any) of the underlying event is given to holders of affected Bonds pursuant to the Indenture. 

Section 6. Termination of Reporting Obligation.  The obligations of the Authority and the 
Dissemination Agent under this Disclosure Agreement shall terminate upon the legal defeasance, prior 
redemption or payment in full of all of the Bonds.  If such termination occurs prior to the final maturity of 
the Bonds, the Authority shall give notice of such termination in the same manner as for a Listed Event 
under Section 5(c). 

Section 7. Dissemination Agent.  The Authority may from time to time appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may 
discharge any such Agent, with or without appointing a successor Dissemination Agent.  If at any time 
there is not any other designated Dissemination Agent, the Trustee shall be appointed as the 
Dissemination Agent.  The initial Dissemination Agent shall be Wells Fargo Bank, National Association. 

Section 8. Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Agreement, the Authority and the Dissemination Agent may amend this Disclosure Agreement, and any 
provision of this Disclosure Agreement may be waived, provided that the following conditions are 
satisfied: 

(a) if the amendment or waiver relates to annual or event information to be provided 
hereunder, it may only be made in connection with a change in circumstances that arises from a change in 
legal requirements, change in law, or change in the identity, nature, or status of the Authority or type of 
business conducted; 

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of 
nationally recognized bond counsel have complied with the requirements of the Rule at the time of the 
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule, as 
well as any change in circumstances; and 
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(c) the proposed amendment or waiver (i) is approved by holders of the Bonds in the manner 
provided in the Indenture for amendments to the Indenture with the consent of holders, or (ii) does not, in 
the opinion of the Authority or nationally recognized bond counsel, materially impair the interest of Bond 
owners. 

If the annual financial information or operating data to be provided in the Annual Report is 
amended pursuant to the provisions hereof, the annual financial information containing the amended 
operating data or financial information shall explain, in narrative form, the reasons for the amendment 
and the impact of the change in the type of operating data or financial information being provided. 

If an amendment is made to the undertaking specifying the accounting principles to be followed 
in preparing financial statements, the annual financial information for the year in which the change is 
made shall present a comparison between the financial statements or information prepared on the basis of 
the new accounting principles and those prepared on the basis of the former accounting principles.  The 
comparison shall include a qualitative discussion of the differences in the accounting principles and the 
impact of the change in the accounting principles on the presentation of the financial information, in order 
to provide information to investors to enable them to evaluate the ability of the City and the Authority to 
meet their respective obligations.  To the extent reasonably feasible, the comparison shall be quantitative.  
A notice of the change in the accounting principles shall be sent to the Repositories. 

Section 9. Additional Information.  Nothing in this Disclosure Agreement shall be deemed 
to prevent the Authority from disseminating any other information, using the means of dissemination set 
forth in this Disclosure Agreement or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is 
required by this Disclosure Agreement.  If the Authority chooses to include any information in any 
Annual Report or notice of occurrence of a Listed Event in addition to that which is specifically required 
by this Disclosure Agreement, the Authority shall have no obligation under this Disclosure Agreement to 
update such information or include it in any future Annual Report or notice of occurrence of a Listed 
Event. 

Section 10. Default.  In the event of a failure of the Authority to comply with any provisions 
of this Disclosure Agreement any Participating Underwriter or any holder or beneficial owner of the 
Bonds, or the Trustee on behalf of the holders of the Bonds, may take such actions as may be necessary 
and appropriate, including seeking mandate or specific performance by court order, to cause the Authority 
to comply with its obligations under this Disclosure Agreement.  A default under this Disclosure 
Agreement shall not be deemed a default under the Indenture, and the sole remedy under this Disclosure 
Agreement in the event of any failure of the Authority to comply with this Disclosure Agreement shall be 
an action to compel performance. 

Section 11. Duties, Immunities and Liabilities of Dissemination Agent.  The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Agreement, and the 
Authority agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and 
agents, harmless against any loss, expense and liabilities which it may incur arising out of or in the 
exercise or performance of its powers and duties hereunder, including the costs and expenses (including 
attorneys fees) of defending against any claim of liability, but excluding liabilities due to the 
Dissemination Agent’s negligence or willful misconduct.  The obligations of the Authority under this 
Section shall survive resignation or removal of the Dissemination Agent and payment of the Bonds.  The 
Dissemination Agent shall not be responsible in any manner for the format or content of any notice or 
Annual Report prepared by the Authority pursuant to this Disclosure Agreement.  The Authority shall pay 
the reasonable fees and expenses of the Dissemination Agent for its duties hereunder. 
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Section 12. Beneficiaries.  The Disclosure Agreement shall inure solely to the benefit of the 
City, the Authority, the Dissemination Agent, the Trustee, the Participating Underwriter and holders and 
beneficial owners from time to time of the Bonds, and shall create no rights in any other person or entity. 

Section 13. Counterparts.  This Disclosure Agreement may be executed in multiple 
counterparts, all of which shall constitute one and the same instrument, and each of which shall be 
deemed to be an original. 

Date:  [Closing Date] 
 

      CITY OF OXNARD FINANCING AUTHORITY  

       

      By:      
       Authorized Signatory 

WELLS FARGO BANK, NATIONAL ASSOCIATION, 
as Dissemination Agent 

 

By:      
Authorized Signatory 
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EXHIBIT A TO CONTINUING DISCLOSURE AGREEMENT 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD OF 
FAILURE TO FILE ANNUAL REPORT 

Name of Issuer:   City of Oxnard Financing Authority 

Name of Bond Issue: City of Oxnard Financing Authority Wastewater Revenue Bonds, 2004 
Series A 

NOTICE IS HEREBY GIVEN that the City of Oxnard Financing Authority has not provided an 
Annual Report with respect to the above-named Bonds as required by the Continuing Disclosure 
Agreement, dated [Closing Date].  The Authority anticipates that the Annual Report will be filed 
by                     . 

Dated:                      
WELLS FARGO BANK, NATIONAL ASSOCIATION, 
as Dissemination Agent 

 

By:                                                
      Authorized Signatory 
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APPENDIX F 

 

 

 

SPECIMEN BOND INSURANCE POLICY 
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